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What diference can the aspiring HR strategist really make to business value? 
In the new and extensively updated edition of her ground-breaking book, Linda Hol-

beche answers this question and provides the tools and insights to help HR managers and 
directors add value to the organisation by implementing efective HR initiatives that are 
aligned to core business strategies. 

Tis edition includes new chapters, fresh case questions, specifc sector ‘twists’ like 
healthcare, the university sector, travel and tourism, alongside a greater mix of interna-
tional case studies. Taking a more analytical approach than previous works, Holbeche 
discusses and explores a number of contemporary academic debates. 

Learn how you can strengthen and prove the relationship between people strategy and 
business success through your approach to performance and development and impress at 
the highest levels with this new edition of an HR classic. 

Linda Holbeche is an independent coach as well as developer, consultant, researcher and 
author in the felds of HR, strategy, organisation design and development and leader-
ship. She works with UK and international clients in many sectors. A recognised thought 
and practice leader and voted one of the UK’s HR Most Infuential, Linda was previously 
CIPD’s Director of Research and Policy. She is now Adjunct Professor at Imperial College 
London, Visiting Professor at four other UK universities, Honorary Fellow of the Institute 
for Employment Studies and of Rofey Park. She is also a Fellow of the Institute of Lead-
ership and Management (ILM) and Fellow of the Chartered Institute for Personnel and 
Development (CIPD). Linda has written over 60 research reports, authored or co-edited 
16 books, numerous book chapters and articles in the feld. 



“The recent turbulent years of change have emphasised even more the importance of 
people at the centre of business, and the need to align people strategy with business 
strategy. Linda draws on her extensive experience to provide a timely update to this 
theme, drawing on contemporary issues, academic research and salient case studies, to 
bring to life how HR and business leaders need to work together to build sustainable, 
responsible, and resilient organisations for the future.”

Peter Cheese, Chief Executive, CIPD, the professional body for 
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Preface to the Tird Edition 

So much has been written about the changing role of HR that the reader might wonder 
why I have sought to add to the debate. It seems that being an HR professional is a tough 
proposition these days. Tere are endless requirements to prove that value is being 
added by HR interventions and the HR function is frequently accused of being reactive. 
Te pressures on the function are enormous and, in many cases, resources are thinly 
stretched. Yet I believe that the situation need not be so bleak, and that HR has poten-
tially the most signifcant contribution to make of all the functions, if it manages to 
combine operational excellence with a really strategic approach. 

In writing this book, I am not attempting to address all aspects of a strategic and 
operational HR agenda. I have focused on some of the performance, developmental and 
cultural issues which I consider key if business and HR strategies are to be aligned. I have 
tried to illustrate the theory with cases where time permitted. I hope that the ways in 
which the HR strategists featured in this book are approaching the challenges of aligning 
business and HR strategies in their organisations will provide evidence that outstanding 
value can be added by HR and ofer encouragement to practitioners who are fnding the 
quest to add value hard going. 

Since the frst edition of this book was published, so much has changed in terms of 
the employment landscape, HR theory and priorities, that simply updating the text has 
not been enough. Each edition of the book so far has coincided with pivotal moments 
in the business landscape. At the time of writing the frst edition in 1999, businesses 
were concerned about the possible efect of the so-called ‘Millennium bug’ which high-
lighted business’s growing dependence on, and the risks of, high technology. Te revised 
edition published in 2002 followed the terrible events of 9/11, and the atmosphere of 
uncertainty, polarisation and risk aversion that ensued. Te second edition, published in 
2009, followed the fnancial crash that highlighted the need for better governance of de-
regulated fnancial markets and marked the start of a period of fnancial turbulence and 
growing social and economic inequalities that continues to this day. Tis third edition 
has been written during 2020 and 2021, during what has been described as the ultimate 
game-changer, the coronavirus pandemic crisis, which has accelerated underlying trends 
with respect to technology and work, including the pursuit of organisational agility and 
resilience. 
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viii • PREFACE TO THE THIRD EDITION 

Against this volatile backdrop, the evolution of the HR function has perhaps been 
relatively slow, until recently. We have seen some amazing responses by business leaders 
and HR teams to some of the challenges posed by the health crisis, such as keeping work-
ers safe and also connected afer whole workforces became home-based overnight. Look-
ing ahead and learning from their handling of the crisis, and to equip organisations to 
deal with the pressures they are likely to experience going forward, demands a truly stra-
tegic response from HR. And of all the business functions HR has potentially the most 
signifcant contribution to make to business success by building a context where humans 
can thrive, alongside technology. To do this HR must combine operational excellence 
with a really strategic approach, build talent pipelines, change organisational structures 
and cultures and themselves adopt employee-centric and agile ways of working. Tese 
are just some of the opportunities for HR to exercise leadership. 

At the same time, much has stayed as it was ten years ago. Alongside the opportunities 
sit the pressures. Many of the capabilities HR is required to demonstrate remain as before. 
Credibility and infuencing ability are central to HR’s ability to work collaboratively with 
line managers to continually push up the standards and practice of people management 
and development. Such human capital standards provide a foundation of trust on which 
sustainable organisational efectiveness can be built. No HR professional can expect to be 
taken seriously if he or she is unable to understand and speak the language of business, or 
to translate the business strategy into relevant goals and practical people processes which 
are appropriate to the users and the context dynamics facing their organisation. 

As the HR agenda moves on so the nature of HR interventions continues to expand, 
demanding new disciplines, skill sets and behaviours, even within HR’s traditional 
heartland. Embracing technology and the use of analytics – for instance to automate 
transactional services or using AI and machine learning in recruitment and for suc-
cession planning purposes – is still not widespread and we are apparently some way of 
being able to use predictive analytics to help steer the ship. Strategic workforce planning 
can put organisations ‘on the front foot’ when it comes to optimising the changing la-
bour market and demographic trends. Borrowing from other disciples like Marketing 
gives us techniques such as employer branding and employee segmentation while holistic 
approaches to reward enable organisations to attract and retain the talent they need for 
success. Organisational design and development is an essential aid to building fexible, 
agile cultures. Continuous professional development is key to raising the game. 

Te evolving HR role is moving ever more swifly to becoming a core business leader-
ship role, in which HR's own contribution is to ensure that the organisation is equipped 
for success, now and in the future. And in the wake of various corporate failures, par-
ticularly within the global fnancial services sector, there is increasingly a spotlight on 
HR’s developing role in ethics and governance, raising questions about sensitive matters 
such as excessive executive pay deals and high bonuses that appear to lead to a culture 
of unfairness, excess and irresponsibility. Similarly, should HR professionals more ob-
viously have a role to play as non-executives on boards, ensuring that good practice in 
appointments and reward at the most senior levels in organisations refects the very best 
emerging practice and encourages high standards of executive behaviour? 

So in writing this third edition of the book I have attempted to update my overview of 
the HR landscape, agenda, skill set and challenges in the light of the changing context, 
theory and practice. I have added new chapters on crafing HR strategy, workforce plan-
ning, employee engagement and well-being, designing and developing an agile organisa-
tion and learning across boundaries. 
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My motivation in researching and writing the book is to fnd out how excellent pro-
fessionals are delivering value. Tis is not intended as a technical book, but one which 
highlights what practitioners are doing with respect to strategic recruitment, employee 
well-being, management and international leadership development, organisational de-
velopment and change management. In some cases I have revisited and updated where 
possible case studies featured in the last edition of the book as well as adding other ex-
amples of what I consider interesting practice. Tat is not to say that I believe that the 
practitioners featured in this book have created a blueprint for success, but I hope that 
some of the approaches described here will provide food for thought for others. 

OVERVIEW OF CONTENTS 

In Part I, Te Need for Strategic Human Resources, we consider why Strategic HRM 
(SHRM) is needed and what it entails. In Chapter 1, we consider a range of mainstream 
and critical theorist perspectives to examine what ‘alignment’ means both within the 
feld of SHRM theory and within HR practice. Some critics argue for instance that put-
ting business interests frst means that HR loses what is distinctive about its contribution 
to business success – the focus on people. Much SHRM research takes the managerial/ 
organisational perspective with an emphasis on the consequences for organisational per-
formance. Few theorists, if any, question the impact of SHRM on individuals who are 
likely to sufer if they lack ‘clout’ in the employment relationship. 

And indeed, in Chapter 2, I have looked again at HR transformation and the changing 
nature of business partnering in the wake of the infuential ‘Ulrich model.’ Indeed, as 
we consider the evolution of the HR function from its Personnel antecedent, it is clear 
that many of the pressures on the function to provide value-added are concerned with 
HR’s contributions to increased productivity, cost efectiveness and efciency – against a 
backdrop of erosion of collective voice and its related protections for employees. 

In Chapter 3, we consider context trends which are driving new practice in business. 
Longer term trends suggest that developments in advanced technology are irrevoca-
bly changing jobs and working patterns. Many workers sufer from work intensifca-
tion while others have their jobs replaced by automation. Yet the longer-term impact 
of perhaps the most vivid example of a black swan event, the coronavirus pandemic of 
2020–2021, has yet to be fully understood. What is apparent at this stage is that necessity 
has catapulted many organisations into seeking more agile ways of working, and there 
appears to be a growing recognition that organisations are afer all human entities and 
should be led and managed as such. 

In Chapter 4, we consider how the business context drives the HR agenda, espe-
cially as work becomes progressively more knowledge- and talent-intensive. I draw on 
a range of HRM theories to suggest that HR leadership should be the preferred direc-
tion of travel if the function is to really add value. HR leadership involves embracing 
an employee-centric, strategic culture-building agenda geared to creating healthy and 
sustainably high performing organisations. In Chapter 5, we look again at more recent 
developments in the transformation of the HR role in the digital age and consider what 
agility means for the HR function and skill sets. Delivering a value-adding agenda 
requires purpose, focus, a well-formulated strategy and efective methods, as well as 
efective measurement to ensure that the right kinds of impact on organisational per-
formance are being achieved. In Chapter 6, we look at how such a well-formulated 
strategy can be crafed. 
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In Part II, Strategies for Talent, we consider a major aspect of HR's role – that of at-
tracting, motivating and retaining talent. Talent management involves everything from 
recruitment to performance management, learning and development and succession 
planning, as distinct from the operational side of HR covering administration and so on. 
Traditionally, these practices have been geared to the interests of the organisation. We 
look at these various aspects of talent management and more besides through the lens of 
more agile practice and also from an employee experience angle. 

Te rapidly changing nature of work, demographics and the global labour market, 
together with changing talent requirements and various forms of talent shortfall are 
leading to great uncertainties about the workforce required for the future. A rumoured 
‘Great resignation’ is underway. Hence the growing emphasis on workforce/talent plan-
ning, on developing enticing employer brands, on diversity and inclusion, on segmenting 
the talent base and personalising employee value propositions, on ‘engaging’ employees 
at an emotional level, on creating the organisational climate where people will give of 
their best. 

In Chapter 7, we consider the start of the employee lifecycle by looking at the 
approaches to workforce planning and recruitment, including fnding ways of sourcing 
talent other than through recruitment. In Chapter 8, we look at employee engagement 
and well-being, and at how building a context with line managers that is conducive to 
employee engagement is at the heart of the relationship between organisations and their 
workforces. We consider the challenges of maintaining and growing engagement and 
well-being in tough times. In Chapter 9, we look at changing approaches to performance 
management and reward, with today’s fast-changing context in mind. 

Historically, “talent” was seen as the high potentials – people coming up on a fast-
track to the boardroom. But while this cohort is obviously important, it’s only a small 
proportion of the talent in the business. In Chapters 10 and 11, we look at ‘inclusive’ 
approaches to learning and career development that should apply to anyone with talent. 
We then look at ‘exclusive’ talent development approaches in Chapter 12 where we con-
sider high-fyer development and succession planning. In all of this, line managers are 
key partners, delivering the lived reality of the brand to employees. In Chapter 13, we 
consider some of the cultural and other complexities of Global HRM. 

In Part III, Building Strategic Change Capability, we look at various ways in which HR 
teams are changing their organisations’ cultures to meet business needs, for instance to 
become more customer focused or to enable greater knowledge-sharing. We consider the 
human dynamics of change and at what HR can do to support people through periods of 
change. We also consider how HR can contribute to successful integration, for instance 
in mergers and acquisitions, and build more change-ready cultures. In Chapter 14, we 
look at aspects of Organisation Design in the context of major transformation eforts. In 
Chapter 15, we consider Organisation Development in the context of culture change. We 
apply these OD&D theories in the context of designing and developing an agile organi-
sation (Chapter 16) and in learning across boundaries (Chapter 17). 

Finally, we consider the implications of the evolving HR role and structures for the 
skills, and behavioural competencies needed by professionals and for HR careers. Tese 
include a much greater emphasis than in the past on business acumen, consultancy 
skills, organisational design and development, as well as analytical approaches borrowed 
from other disciplines and the use of technology. We look at what the future might hold 
for HR, and at how HR’s emerging purpose and role may well crystallise further into 
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several key elements. For me, these include attracting and mobilising talent, building 
performance capability, creating healthy, inclusive and successful organisations, devel-
oping efective leadership, providing coherence and ensuring ethical practice and good 
governance. Above all, alignment is about ensuring that a ‘win’ for the business is also a 
‘win’ for the workforce and other stakeholders. With an agenda such as this, I argue, the 
time has come for HR to get on the front foot and lead the way. 
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Since it emerged in the 1980s, Human Resource Management (HRM) theory and practice 
has been a pervasive theme in the mainstream literatures of organisational behaviour, 
strategic management, business policy, international and intercultural management. In-
deed, HRM has become a recognised semiotic for ‘modern people management’ (Paauwe 
2007: 9). 

As an applied discipline, therefore, HRM is still relatively ‘young’ and the feld con-
tinues to evolve. While still predominantly a US and UK theory phenomenon, in recent 
years, there has been a growing contribution to HRM theory development from various 
European and international centres of scholarship, especially in Australia and India. 
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4 • THE NEED FOR STRATEGIC HUMAN RESOURCES 

Critical scholar Keenoy (2009: 466) argues that HRM, which began as a local US cultural 
artefact, has emerged as a global naturalised discourse which informs the social practice 
of international corporations. 

CHAPTER OVERVIEW 

In this chapter, I shall explore some of the debates regarding HRM, and Strategic Hu-
man Resource (SHRM) theory and practice. Te intention is to respond to Janssens and 
Steyaert’s plea for refexivity in HRM, ‘to make the plurality of HRM visible by pointing 
out various paradigmatic, theoretical and empirical communities of practice that partly 
are connected, partly overlap and partly avoid each other’ (2009: 152). We shall cover: 

• Defning HRM and SHRM 
• From Personnel to Human Resource management 
• People as resources or human capital assets 
• Perspectives on alignment 
• International and comparative IHRM 

LEARNING OBJECTIVES 

• Outline the evolution of HRM and SHRM theory 
• Discuss human resource (HR) practices, HR outcomes and performance (the HR 

value chain) 
• Identify the challenges in assessing the potential impact of human resource manage-

ment (HRM) on performance 
• Review the concept of competitive advantage and sustained competitive advantage 

of an organisation 
• Identify how mainstream and critical theorist perspectives on HRM difer. 

INTRODUCTION: DEFINING HRM 

Te notion that human beings are one of several ‘resources’ that are valuable, rare, inim-
itable and non-substitutable that an organisation can use to achieve competitive advan-
tage stems from Resource-based theory (Barney 1997), now a major theme in strategic 
thinking. Te term ‘human resources’ came to describe a specifc type of strategic re-
source (increasingly referred to as ‘human capital’); ‘human resource management’, as 
the way in which this could be acquired, developed and maintained; and the ‘human 
resources function’ (or ‘HR’) as the entity responsible for these activities. 

As yet the nature and impact of HRM remain contested, with various traditions, mul-
tiple perspectives and no overall theory of HRM which has variously been defned as: 

• All management decisions and action that afect the nature of the relationship be-
tween the organisation and its employees – ‘its human resources’ (Beer et al. 1984). 

• HRM focuses on the exchange relationship between the organisation and the 
employee – both the legal contract of employment and the ‘psychological contract’ 
and the social contract which relates to the relationships and networks employees 
have within the company (Sonnenberg et al. 2011). 

• Te management of work and people towards desired ends (Boxall et al. 2007). 
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• Management decisions related to policies and practices that together shape the em-
ployment relationship and are aimed at achieving certain goals. Tese goals con-
cern performance goals which have been defned and measured in multiple ways 
(Boselie 2014). 

• A comprehensive and coherent approach to the employment and development of 
people (Armstrong and Taylor 2014). 

Tere is, however, some consensus that HRM is a business concept refecting a mainly 
managerial view of the employment relationship, with theory, policies and practices 
geared to enabling organisations to achieve fexibility, competitive advantage and high 
performance through people. 

Moreover, almost since HRM frst came to prominence as the preferred international 
discourse to frame employment management issues and as a feld of practice within or-
ganisations, ‘it is nearly unanimous that HR can and should add more value to corpora-
tions’ (Lawler et al. 2005: 165); this adding value to be achieved by aligning people and 
organisational strategies to business strategies. Ulrich (1997), and Ulrich and Brockbank 
(2005, 2015), for instance, emphasise the role of the HR function in creating ‘value’ for 
business and its stakeholders, advocating an ‘investor-literate’ approach to HR strategy 
and practice. 

Refective activity 

• What do you consider to be the primary role of the HR function? 
• Tink of an organisation with which you are familiar. To what extent is the HR 

function perceived as a strategic asset? 

FROM PERSONNEL TO HUMAN RESOURCE MANAGEMENT 

Tough HRM emerged as a discipline in the 1980s, Kaufman (2001) argues that its intel-
lectual roots can be traced back to the 1920s in the United States. Jacques (1999) suggests 
the origins of HRM can be found in ideas which emerged between 1900 and 1920 from 
the historical conjunction of scientifc management, the employment managers’ move-
ment and industrial psychology. 

Similarly, most theorists would agree that the feld of human resource practice, and 
the HR function itself, came into prominence in the 1980s, replacing earlier concep-
tions of personnel management. Personnel had been seen mainly as a service deliverer to 
management, and as a bridge between management and the workforce, rather than as a 
strategic contributor. While managing people was ‘line’ management’s responsibility, the 
work of Personnel centred around the administration of people and employee relations, 
providing specialist support on a range of issues such as pay and conditions, employee 
welfare, disciplinaries, recruitment and selection etc. Te nature of Personnel roles and 
contribution ofen refected the ‘welfare’ (afer Tyson and Fell 1986) and ‘clerk of works’ 
models through which the status quo was enshrined in personnel policies and proce-
dures. Personnel was also expected to act as ‘company policeman’, ensuring compliance 
with set procedures and employment regulations. 

Te emergence of HR at the expense of Personnel was due to a combination of eco-
nomic and political context factors. Te 1970s had been a prolonged period of industrial 
unrest, economic stagnation and crisis, and an era of adversarial industrial relations in 
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the United States and the United Kingdom. Industrial Relations specialists played a key 
role in negotiating with (ofen militant) trade unions, especially in traditional industries, 
to break the perceived union stranglehold over production. 

As the United Kingdom and the United States emerged from the prolonged period of 
industrial unrest, the Tatcher and Reagan governments were determined to advance 
economic growth by freeing up market competition through deregulation and reducing 
union power which was seen as a barrier to economic success. Te new and invigorated 
neo-liberal form of global capitalism that was actively promoted (ofen referred to as 
‘Tatcherism’ or ‘Reaganomics’) was underpinned by a political commitment to new 
forms of market, in particular to knowledge and service-based industries such as the 
fnancial services industry (Marquand 2008; Gamble 2009). 

Te acceleration of globalisation was refected in the competitive restructurings of 
the 1980s and 1990s in which a new breed of ‘hard’ personnel disciplines came to the 
fore, such as organisation design, manpower planning and pay negotiations and the Per-
sonnel function started to attract men in large numbers for the frst time. As ‘fxers’ of 
companies’ ‘difcult’ people issues, such as major restructurings, redundancy programs 
and industrial disputes, some HR professionals claimed and won the right to be taken 
seriously as members of management. Tis period coincided with the relative decline of 
trade union power in the United Kingdom and the United States and in many workplaces 
the loss of collective workforce representation, especially in ‘new’ industries such as f-
nancial services. HR was to forge a new relationship with employees that would enable 
greater organisational fexibility. 

As the power of the trade unions waned in the United Kingdom, and as new (delib-
erately non-unionised) sectors emerged, conversely, perhaps as a result of the signifcant 
part played by Personnel in employee relations during the period of industrial unrest, 
the power of the role grew beyond the original confnes of the job. In large organisations 
specialist functions such as Compensation and Benefts were created. Te more Person-
nel became the specialist repository of information about employees, including senior 
management, the more it needed to be consulted about any and every issue related to 
employees. Personnel began to be seen as a power in the land, even if, in most cases, the 
Personnel director was not a member of the board. Over time, in some cases, responsi-
bility for managing people appeared to slip away from line managers who would refer to 
Personnel for everything from a minor disciplinary ofence to recruitment. 

By the mid-1990s some of the HR skills relating to collective bargaining and organi-
sation design fell into decline. Te skills void was flled to large extent by major consul-
tancies who helped design and implement many of the large-scale reengineering projects 
and corporate downsizings of the 1990s. Industrial relations was superseded by the 
broader all-encompassing discipline of employee relations. 

Te Personnel function gradually came to be rebranded as ‘Human Resources’ and 
in large complex organisations came to be seen more as a specialist and quite power-
ful management function (Guest 1989). However, in other international contexts and 
in many Small- and Medium-sized Enterprises (SMEs) the earlier models of Personnel 
continued much as before. We shall return to these topics in later chapters. 

Managerialism 

Mainstream management theory since the 1980s has sought to advance business prac-
tice. Te desire of the UK and US governments, and company owners for new forms of 
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management and for less adversarial industrial relations, preferably on an individual 
rather than collective basis, led to the development of business schools and the emer-
gence of managerialism as a philosophy and practice. Tis subsequently spread to all 
sectors, including charities, refecting the perceived political need to expose all parts of 
the UK and US economies to the values of business. 

By the 1990s company policies on employment, pensions, etc. became increasingly 
market-driven, refecting neo-liberal economic policies. Te emphasis in many organi-
sations was on downsizing and change. Te pursuit of competitive advantage on a global 
basis required strong international value chains and fexible workforces who could 
provide efcient services at a cost saving to business. Outsourcing and ofshoring of 
‘non-core’ activities to developing economies began, made possible by the development 
of call centre technology. Long-term employees, traditional career routes and pension 
obligations came to be viewed as expensive overheads – an obstacle to the fexibility and 
efciency that many employers craved. Te individualism implicit in HRM assisted the 
development of labour fexibility from the employer perspective by removing collective 
protections for employees. 

Te development and expansion of HRM since the late 1980s as an ofshoot of mana-
gerialism, at the expense of personnel management and industrial relations, emphasised 
the requirement for the HR function to achieve a closer functional relationship (‘align-
ment’) between the needs of business and ‘human resource’ practices. HR’s main pur-
pose was conceived as alignment with business strategy – to realign people management 
to the new strategic realities of the organisation – in order to make cost-efective and 
efcient use of ‘human resources’ and ensure that the organisation was able to achieve 
success through people. Terefore HR functions were to secure and develop the fexible, 
compliant and productive workforces required by business. 

HRM was supposed to be implemented via a division of responsibility between line 
managers who were responsible for the day-to-day utilisation, development and retention 
of people, while the HR function, representing the employer, was responsible for legal 
compliance and policies and delivering people-related administration and specialist 
services such as advising line managers, and designing and implementing development 
programmes. 

Micro practice areas 

To achieve such aims, the HR function’s many specialist areas of practice, which Boxall 
et al. (2007) describe as ‘micro’ HRM (MHRM), typically sit alongside a generalist delivery 
medium. Tese MHRMs fall into two main categories: those concerned with managing 
individuals and small groups (e.g. recruitment, selection, induction, training and devel-
opment, performance management, and remuneration) and others with managing work 
organisation and employee voice systems (including union-management relations). 

Since the 1980s, there has been a gradual move to professionalise the HR/Personnel 
function and increase the perceived business value of its contribution. As the HR function 
aimed for professional status in both the United States and the United Kingdom in the late 
1990s, Human Resource Development (HRD) was submerged within the general panoply 
of HRM, such as when the Institute of Personnel Management and the Institute of Train-
ing and Development merged to form the IPD and then the CIPD in the United Kingdom. 
Many major economies now have equivalent professional bodies such as the Society for 
Human Resource Management (SHRM) in the United States and AHRI in Australia. 
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More recently, the HR profession has expanded its scope and developed standards 
relating to HRM and HRD as well as other disciplines such as internal communications 
and organisation design and development (OD&D) and analytics, though quite where 
these disciplines sit remains contested. Many of the ‘hard’ HR disciplines, such as work-
force planning are being revived and reclaimed by HR, afer a period in the doldrums. 
Te HR skills panoply is being continuously extended to include such ‘new’ skills to 
refect the changing scope of the HR function. 

People as resources or ‘human capital’ assets 

Competitive advantage is an advantage that a frm has over its competitors that allows 
it to generate sales or margins and/or retain more customers than the competition. In 
contrast to the market-based view of organisational strategy, exemplifed by Porter’s 
(1986) early work, that suggests that organisations should base their strategy on the re-
quirements of the market, in Strategic HRM (SHRM) the dominant resource-based view 
(RBV) of the frm, exemplifed by Barney (1997) suggests that a frm’s competitive advan-
tage derives from the efective and efcient utilisation of organisation resources. Tese 
resources might include physical capital, for example, the company’s fnances, equip-
ment, plant, etc; organisational capital resources, which include the frm’s structure and 
systems for exercising control; and human capital resources, which include the skills, 
competencies, experience and intelligence of employees. 

From the resource-based view (value, rareness, inimitability, non-substitutability and 
organisation), the HR function can create value by either decreasing costs and/or in-
creasing revenues and it can acquire human resources with rare characteristics that are 
difcult to imitate. And, with the right organisational systems to get the most from its 
employees, a combination of factors can lead to competitive advantage. Terefore the 
organisation should look inside to identify its key unique capabilities and then fnd a 
market where these provide competitive advantage. Efectiveness is then understood in 
terms of how well human resource capabilities are built through innovations such as 
team-based job designs, fexible workforces, and employee empowerment. 

‘Our people are our greatest assets’ 

Te relabelling of the function from ‘Personnel’ to ‘Human Resources’ should have 
indicated a real change in function, not just a rebranding exercise, moving away from 
‘looking afer the people’ through to ‘building key resources’ (Scott-Jackson and Mayo 
2016). While describing human beings as a ‘resource’ is curious, to say the least, for all its 
limitations, the term ‘human resources’ does imply that people are assets, and while, as 
assets go, people may be a fragile and volatile resource, they have the potential to create 
greater value than other forms of asset. Te resource-based perspective is refected in HR 
terms such as ‘Talent’. More specifcally, people represent latent assets, whose value is 
unlikely to be realised if that latent contribution is lef undeveloped. 

Logically then, from an investment perspective, the human resource should be treated 
more as an asset, than as a cost. Indeed, in many sectors there is widespread recognition 
that the ability to attract and ‘engage’ talent to produce ‘high performance’ is key to 
business success. However, while we may all be familiar with espoused organisational 
values statements such as ‘our people are our greatest assets’, the reality on the ground is 
ofen diferent. Short-term business priorities, bottom-line considerations and the need 
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to generate shareholder returns usually take precedence over employee considerations 
and ‘people issues’ are ofen way down the executive agenda. Where these do appear, they 
are ofen treated as short-term operational issues rather than as key areas for attention 
or investment. 

Especially in today’s information age, where knowledge-intensive work increasingly 
drives economic growth and when the value of intellectual capital is evident, the truth of 
organisational values-statements such as ‘our people are our greatest asset’ has arguably 
never been more obvious. For many organisations operating in a global marketplace, 
talent – the lifeblood of competitive advantage – is in short supply, impeding business 
growth. Even when global talent in some sectors may be abundant, local talent is not, and 
vice versa. In more recent times, the quest for improved productivity and for sustainable 
business performance has led to an increased understanding that even the right people, 
if they are poorly managed or are working in the wrong way, are unlikely to be produc-
tive. Getting the best out of ‘resourceful humans’ is perhaps a more appropriate way of 
thinking about the purpose of efective people management strategies. HR’s potential 
contribution to attracting, managing, motivating and retaining the right people who are 
vital to business success, is all the more relevant. 

Of course people are no passive ‘human resource’. Increasingly companies are realis-
ing that if they want to be fexible to meet changing market requirements, they must also 
meet the needs, and improve the experience, of their staf, especially those with valuable 
‘knowledge skills’. Like customers, employees too have higher expectations of what they 
want from their working lives and ‘knowledge workers’ with transferable skills are able 
to make demands of employers. In industries as diverse as construction, IT and pharma-
ceuticals where skill-shortages exist, it would appear that the days of the ‘War for Talent’ 
are back with us. 

STRATEGIC HUMAN RESOURCE MANAGEMENT THEORY 

Early elements of strategic HRM theory emerged from the late 1980s on, in response to 
the volatile economic context at the time. Again, defnitions vary widely and there is no 
overarching defnition of ‘strategic’ HRM (SHRM) (see Chapter 3). It has been variously 
defned as: 

• Human resource system that is tailored to the demands of the business strategy 
(Miles and Snow 1984: 36) 

• Strategic HRM covers the overall HR strategies adopted by business units and 
companies and tries to measure their impacts on performance (Boxall et al. 2007) 

• All those activities afecting the behaviour of individuals in their eforts to formu-
late and implement the strategic needs of business (Schuler 1992) 

• Te pattern of planned human resource deployments and activities intended to 
enable the forms to achieve its goals (Wright and McMahan 1992) 

• Te implementation of a set of policies and practices that will build an employee 
pool of skills, knowledge and abilities that are relevant to organisational goals 
(Jackson and Schuler 1995) 

• A distinctive approach to employment management which seeks to achieve com-
petitive advantage through the strategic deployment of a highly committed and 
capable workforce, using an integrated array of cultural, structural and personnel 
techniques’ (Storey 1995) 
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• A strategic approach to managing employment relations which emphasises that 
leveraging people’s capabilities is critical to achieving competitive advantage. Tis 
being achieved through a distinctive set of integrated employment policies, pro-
grammes and practices (Bratton and Gold 2017) 

• A general approach to the strategic management of human resources in accordance 
with the intentions of the organisation and the future direction it wants to take 
(Boxall 1998) 

• SHRM defnes how the organisation’s goals (such as organisational fexibility, 
labour productivity and social legitimacy) will be achieved by means of HR strate-
gies and integrated HR policies and practices (Wright and McMahan 1992) 

While there may be little consensus in defning strategic HRM, it might broadly be de-
scribed as bridging business strategy and HRM, focusing on the integration of HR with 
the business and its environment to enable the organisation to compete efectively over 
time. 

Since strategy is forward looking, for Stroh and Caligiuri (1998), SHRM requires prac-
titioners to keep abreast of the times and develop organisational strategies that prepare 
organisations not only to respond to changing environmental pressures but proactively 
to seize the initiative in their various markets. Strategic HR departments are future-
oriented and operate in a manner consistent with, and integrated in, the overall business 
plan in their organisations. Te CIPD defnes SHRM as supporting long-term business 
goals and outcomes within a strategic framework. It focuses on longer-term resourcing 
issues within the context of an organisation’s goals and the evolving nature of work, and 
informs other HR strategies, such as reward or performance, determining how they are 
integrated into the overall business strategy. 

SHRM is arguably a critical dimension afecting frm performance since it provides 
a strategic framework to support business goals and outcomes and is concerned with 
longer-term people issues and macro-concerns about structure, quality, culture, values, 
commitment and matching resources to future need. Tus, HRM becomes a strategic, 
integrated and coherent approach that develops in line with the concept of strategic 
management (Boxall 1998). According to Guest’s (2002) typology, SHRM is distin-
guished by its emphases on: 

• people as a source of competitive advantage 
• the integration of people management plans, policies and practices with business 

strategy 
• proactive line management 
• action on organisational and people issues at the most senior levels. 

Te form and structure of organisational policies and practices that might produce a 
high performing work force, and in turn have an economically meaningful efect on frm 
performance, even if the causality is indirect, has been the focus of an emerging litera-
ture in strategic human resource management. 

Perspectives on alignment 

A plethora of early academic studies looked for links between particular HR and em-
ployment management practices and business performance (Huselid 1995; Becker and 
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Gerhart 1996; Delery and Doty 1996; Patterson et al. 1997). Teorists take diferent 
positions on how HR practices actually impact on organisational performance. Early 
US-based strategic HRM literature (e.g. Delery and Doty 1996; Huselid and Becker 1996; 
Wright and Snell 1998; Welbourne and Cyr 1999) examined the relationship between HR 
and business performance outcomes in large samples of frms, but they did not specif-
cally study how HR practices directly afect the so-called ‘intangibles’ such as innovation. 

Within that context, Huselid and Becker (1997) argued that strategic HRM created 
competitive advantage by building HR systems that cannot be imitated. Tey broadly 
defned High Performance Work Systems (HPWS) as a key strategic approach, both as a 
means to develop and sustain core competencies and as a necessary condition for strat-
egy implementation. Such systems include rigorous recruiting and selection protocols, 
performance management and incentive compensation systems, and employee training 
and development activities that are designed to acquire, refne, and reinforce employee 
skills and behaviours necessary to implement the frm’s competitive strategy (Huselid 
1995). 

However, there is a dearth of longitudinal studies to establish whether and how HR 
practices do lead to high-performance outcomes. Tere are relatively few such studies on 
the impact of HRM on SMEs or in international organisations. 

Nevertheless, within the mainstream there is a strong ongoing focus on how to forge 
ever-tighter links between HR work and frm fnancial performance (Huselid 1995; 
Guest et al. 2003; Wright et al. 2005; Fleetwood and Hesketh 2006). Two schools of 
thought emerged early in SHRM research about how best to achieve the goals of SHRM. 
One group assumed that universal ‘best practice’ HRM would produce benefts for any 
organisation whatever its strategy, while others argued that what mattered was designing 
HR practices to match or ‘best ft’ the particular strategy and context of the organisation. 

Best practice: ‘bundles of HRM practice’ 

Te universal perspective argues that some HR practices have a positive efect on 
organisational performance across all organisations and under all conditions. Various 
researchers (e.g. Delaney and Huselid 1996) claim to have found a statistically signifcant 
link between universal ‘bundles’ of HR policies and business performance. Guest (1989) 
incorporated the HR policy goals of strategic integration, commitment, quality and 
fexibility into a model with related HR practices. With respect to employee commit-
ment for instance, Beer et al. (1984) found that, rather than a single system of employee 
involvement techniques, several approaches, such as employee briefngs and work sys-
tem design, may be used. Purcell (1999) suggested the following six elements as key to 
employee commitment: 

• Careful recruitment and selection 
• Extensive use of systems of communication 
• Team working with fexible job design 
• Emphasis on training and learning 
• Involvement in decision making 
• Performance appraisal with tight links to contingent pay. 

From a resource-based viewpoint, Huselid (1995) and Pfefer (1998) examined the im-
pact of human resource development on frm performance, in particular exploring how 
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utilising a system of management practices that gives employees skills, information, mo-
tivation and latitude results in a workforce that is a source of competitive advantage. 
Pfefer (1998) identifed seven integrated practices that should enable organisations to 
‘obtain profts through people’. Tese are: 

• Employment security 
• Selective hiring of new personnel 
• Self-managed teams and decentralisation of decision-making as the basic princi-

ples of organisational design 
• Comparatively high compensation contingent on organisational performance 
• Extensive training 
• Reduced status distinctions and barriers (including dress, language, ofce arrange-

ments and wage diferentials across levels) 
• Extensive sharing of fnancial and performance information throughout the 

organisation. 

Other lists have been produced by Appelbaum et al. (2000) and Tompson and Heron 
(2006). 

Is there such a thing as universal best practice? What works well in one organisation 
may not necessarily work well in another because it may not ft with its strategy, culture, 
management style, technology or working practices. Boxall and Purcell (2008) argue that 
while universal ‘best practices’ provide a solid foundation of SHRM activities, to achieve 
a higher level of performance, contingent factors should be considered. 

‘Best ft’ 

‘Best ft’ theorists such as Schuler and Jackson (1987) argue that what frms do depends 
on their circumstances and that HR strategy (HRS) should therefore also be contingent. 
Early competing frameworks assessed ft between HR activities and desired strategic 
outcomes in diferent contexts as contingent factors. Fombrun et al.’s (1984) prescriptive 
and normative ‘matching model’ proposes that employees are a resource that should be 
treated as other business resources, to be managed in line with, and for the beneft of, 
the business. For any particular business strategy, there will be a matching HR strategy 
(Figure 1.1). 

While this model emphasises the coherence of internal HR policies and the impor-
tance of ‘matching’ them to the (predominantly short-term) strategies of the business, it 

  

 
 
 

 
 
 

 

   Figure 1.1 Te human resource cycle and ‘ft’ with business strategy. Based on Fombrun 
et al. 1984. 
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ignores stakeholder interests, situational factors and the notion of strategic choice. Tichy 
et al. (1982) proposed that the HR department has a key role in driving organisational 
performance since human resource activities have a major infuence on individual perfor-
mance and therefore productivity and organisational performance. However, the match-
ing model suggests that the management of human resources is a stand-alone function 
which should react to the needs of the business as opposed to taking a shaping role and 
planning growth. HR functions were to secure compliant and productive workforces, 
aligned to the needs of business. In particular, HR functions were to assist business in 
achieving labour fexibility and reducing workforce costs. In terms of employee relations, 
the matching model favours individual rather than pluralist perspectives. 

In contrast, the Harvard model (Beer et al. 1985) recognises the need to address the 
concerns of various stakeholders. In practice, this has proved complex to operational-
ise and has perhaps been less infuential on practice than the matching model or later 
theories. 

Te nature of the ‘ft’ required between the external business context, strategy, internal 
context and HRM would vary according to factors such as where the organisation is in its 
lifecycle: start-up, growth, maturity and decline, and also on the particular competitive 
strategy (Porter 1985) pursued by the organisation to achieve competitive advantage: 

• Innovation – being the unique producer. 
• Quality – delivering high-quality goods and services to customers. 
• Cost leadership – the planned result of policies aimed at ‘managing away expense’. 

Schuler and Jackson (1987), representing the behavioural perspective of SHRM, argued 
that diferent strategy types (e.g. cost reduction, quality improvement and innovation) 
require diferent types of employee role behaviours. Terefore HR strategy should be 
geared to ensuring those behaviours are in place. For a diferentiation strategy, where 
people carry out many complex tasks and need many skills, there would be little or no 
labour division, broad career paths, training for all employees, evaluation on long-term 
criteria and group incentives. In organisations following cost leadership strategies, where 
people carry out relatively simple tasks, with few skills required, the nature of HRM 
would be one of narrow career paths, training few employees, evaluation based on short-
term criteria and individual incentives. 

Two common forms of ft were described: strategic or vertical and internal or hori-
zontal. Strategic or vertical ft is a necessary alignment between the overall business 
strategy and the HR strategy. Internal or horizontal ft is the link between individual 
HR practices, the argument being that a consistent and integrated set of HR practices 
would result in higher organisational performance. Delery and Doty (1996) argued that 
organisations will be more efective if they adopt a policy of strategic confguration i.e. 
where there is both a (vertical) ft between an organisation’s HR strategy and its business 
strategy and also a (horizontal) ft of diferent HR practices with one another. 

Many studies published from the late 1990s and early 2000s emphasised diferent 
types of ft and fexibility, suggesting that HR will only be efective if its own strategy is 
aligned with business strategy. Causal strategy mapping was introduced as a means for 
establishing the strategy to HR linkages (vertical ft). Te best-ft model implies a causal 
chain that starts with the business strategy and leads, through HR strategy to HR pro-
cesses such as hiring, training, appraisal and compensation, to delivering HR outcomes 
such as commitment, quality output, and engagement, and business outcomes such as 
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(improved) fnancial performance such as profts, fnancial turnover, better margins, and 
Return on investment (‘inside-out’). For instance Rucci et al. (1998) developed a case 
study of Sears’ employee–customer proft chain that identifed the causal sequence from 
mission, vision and strategy to operating level behaviours and customer satisfaction. 

More recent models emphasise the importance of working ‘outside-in’, i.e. designing HR 
strategies back from the needs of the investor and customer to help the organisation deliver 
desired outcomes to meet these needs. Dave Ulrich, one of the most infuential HR theorists 
on HR roles and practice, argues that value is what is generated by talent from which em-
ployers can derive proft or other forms of beneft. For Ulrich and Brockbank (2005), ‘HR 
passes the wallet test when it creates human abilities and organisational capabilities that are 
substantially better than those of the frm’s competitors—and thus move customers and 
shareholders to reach for their wallets’. For Ulrich and Smallwood (2005) HR must ensure 
that HR activities positively impact intangible value, as refected in the premium the market 
is willing to pay above a frm’s earnings and book value. Tey argue that a new, better hu-
man resource measure of return on investment (ROI) is return on intangibles. 

However, there is as yet no overall agreed theory of performance, nor of how specif-
cally HRM impacts on performance. Two interesting relationships are the unmediated 
HRM efect, which shows that some HR practices can directly lead to improved internal 
performance. For instance, a good sales training programme can directly result in better 
sales performance, without necessarily infuencing broader HR outcomes. Te reversed 
causality in a value chain model suggests that sometimes stronger fnancial performance 
leads to more investments in HR practices and better HR outcomes. When business per-
formance is strong, employees are ofen more engaged (an HR outcome). Tus the rela-
tionships in such models are not always one-way. 

Control or commitment 

Tis brings us to another of the key discussions within contemporary HRM theory and 
practice (see Chapter 3): what is the best way to achieve high performance – through 
control or commitment approaches to HRM? 

Control (‘hard’) approaches to HRM 

HRM has evolved two distinct conceptions of the link between HR practice, employee 
motivation and behaviour and frm-level performance outcomes. Walton (1985) and other 
researchers drew a distinction between the ‘hard’ (control) and ‘sof’ (commitment) ap-
proaches to HRM. Te control approach to HRM tends to focus on cost reduction and seeks 
to improve efciency by enforcing employee compliance with organisational performance 
requirements (Arthur 1994). Te control approach to HR systems is clearly represented in 
Fombrun et al.’s (1984) ‘Michigan Model’, which emphasised that superior frm performance 
is dependent on having in place systems for the regular assessment of individual employees. 
Associated with, and reinforcing these systems, are performance rewards based on measur-
able performance criteria and training whose performance-related outcomes are monitored. 

High commitment HRM 

In contrast, the ‘sof’ high-commitment–high-performance approach to the management 
of people aims to shape attitudes by forging psychological links between organisational 
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and employee goals, or a ‘hearts and minds’ approach. Also known as the collaborative 
model of enhancing frm performance, Beer et al.’s ‘Harvard Model’ (1984) – aimed at 
promoting the goals of both employees and employer – illustrates the high commitment 
approach to HRM in emphasising the need for management to recognise employees as 
signifcant stakeholders in the enterprise. One of the key tenets of ‘sof’ HRM is the in-
ternal integration of HR policy goals with each other. 

Te notion that employee commitment is one of the outcomes of HR practices is also 
central to Guest’s (1997) normative theory of HRM, which emphasises employee infu-
ence and the value of a common sense of purpose in engendering motivation, leading 
to frm performance. Employee infuence is contingent on mutual infuence between 
management and employees that enables management to understand employee interests. 
Without this, it is argued, employees’ intrinsic motivation is undermined, thereby giving 
rise to employee resentment and distrust, which results in unwillingness to take respon-
sibility for the performance of the frm. 

Tere are tensions between the ‘sof’ and ‘hard’ approaches. In describing their 
human-resources approaches many organisations have embraced the language of the 
‘sof’ approach in their recruitment literature, speaking of culture, training, development 
and commitment. However, an in-depth empirical study in Bailey et al. (1997) concluded 
that even if the rhetoric of HRM is ‘sof’, the reality is almost always ‘hard’, with the in-
terests of the organisation prevailing over those of the individual since ‘the underlying 
principle was invariably restricted to the improvements of bottom-line performance’. 

Maximising the human asset 

One contemporary debate concerns possible efects of HR work on ‘employee engage-
ment’ and performance outcomes. From a resource-based view of the frm Boxall (1998) 
argued the HR function creates competitive advantage through what he calls ‘Human 
Resource Advantage’ – the strategic management of personnel using cultural, structural 
and personnel techniques. Tis comprises two components: human capital advantage 
(arising from having better people than competitors) and organisational processes ad-
vantage (arising from having better ways of working than competitors). Terefore HR 
practices must create commitment among an exceptionally talented supply of ‘human 
resources’ through the management of mutuality (or alignment of interests), while also 
developing employees and teams so as to create an organisation sustainably capable of 
learning across industry cycles. Te aim is to generate strategic capability by ensuring 
that the organisation has the skilled, committed and well-motivated employees it needs 
to achieve sustained competitive advantage. 

It is assumed that highly motivated employees – who are aligned with organisa-
tional goals, willing to ‘go the extra mile’ and act as advocates of their organisation – 
are most likely to perform well and are critical to business success. Te argument goes 
that every organisation has a value chain to high performance which runs something 
like this: the right employees, with the right AMO – i.e. ability (A) and motivation 
(M) and the right opportunity (O) – will deliver the right performance to customers, 
who will produce the fnancial and other returns required by the organisation’s stake-
holders (Purcell 2002). Applebaum et al. (2000) identifed links between the ‘AMO 
tub’ containing abilities, skills, motivation, incentives, opportunity to participate and 
the ‘enabling tub’ of efective discretionary efort which in turn leads to a ‘tub’ of frm 
performance outcomes. 
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Such arguments have focused attention on the management practices which drive 
employee performance, in particular those linked to employee ‘engagement’. Te state of 
employee engagement is characterised as a feeling of commitment, passion and energy, 
which translates into high levels of persistence, with even the most difcult tasks exceed-
ing expectations and taking the initiative. In such a state, it is argued, people are more 
productive and more service- oriented, less wasteful and more inclined to come up with 
good ideas, take the initiative and generally help organisations achieve their goals than 
people who are disengaged. 

Indeed, high-performance theory places employee engagement or ‘the intellectual 
and emotional attachment that an employee has for his or her work’ (Heger 2007: 121) at 
the heart of performance, especially among knowledge workers. Employee engagement 
has been linked in various studies with higher earnings per share, improved sickness ab-
sence, higher productivity and innovation – the potential business benefts go on and on. 

Yet many scholars argue that engagement is a poorly defned concept which makes 
proving links with performance and business success difcult. Debates rage about 
whether engagement is intrinsic to the employee, with some people naturally inclined to 
feel more engaged than others, or whether it is extrinsic factors such as the job, pay and 
other factors which have the greater impact on engagement. 

Moreover, the many available studies of engagement and its impact on organisational 
performance tend to be carried out by consultancies, some of whom provide employee 
engagement services to the business community. For instance, Gallup Consulting (Harter 
et al. 2020) found that, with regard to composite business/work unit performance, business/ 
work units in the top half of a global scale on employee engagement have a 94% higher 
success rate in their own organisation and a 145% higher success rate across business/work 
units in all companies studied. In other words, business/work units with high employee 
engagement nearly double their odds of above-average composite performance in their own 
organisations and increase their odds for above-average success across business/work units 
in all organisations by 2.45 times. Similarly, a Corporate Leadership Council (CLC) study 
found that companies with highly engaged employees grow twice as fast as peer companies. 
A three-year study of 41 multinational organisations by (Willis) Towers Watson found that 
those with high engagement levels had a 2–4% improvement in operating margin and net 
proft margin, whereas those with low engagement showed a decline of about 1.5–2%. 

Nevertheless, there is wide consensus that it is in the context of the employment rela-
tionship between the individual and the organisation that employee engagement is cre-
ated or destroyed (see Chapter 8). At face value then, improving the context for employee 
engagement should be a key aspect of HR strategy. Te challenge for managers and HR 
is to create, or avoid destroying, the AMO which leads to employee engagement and 
performance. 

Focus on measurement 

Te desire to assess the efects of HR activity on business performance is refected in an 
ongoing focus on measurement. Becker et al. (1997) estimated the impact of a HPWS, 
its efectiveness and alignment with frm competitive strategy, on shareholder wealth 
in 702 US frms. Tey found that a one standard deviation increase in these factors was 
associated with a $42,000 per employee increase in market value. What remains unclear 
from this perspective however is how organisations can consistently achieve superior 
performance via HR strategy. 
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Use of an expanded view of organisational performance and its emphasis on diferent 
stakeholder perspectives is evident within generic assessment and measurement frame-
works such as those of ISO, the European Foundation for Quality Management (British 
Excellence Model), the Balanced Business Scorecard and Investors in People (IiP). Tese 
assume strong causal links between good people management practice, individual de-
velopment and performance and business results. However, diferent types of business 
may have a diferent value chain. For instance in companies in retail and other service 
sectors models such as the service–proft chain (Sasser et al. 1997), a strong link between 
employee satisfaction, customer care and proftability, appears credible. Tese frame-
works refect some of the broader thrusts of strategic human resource management the-
ory which associate ‘hard’ business results with ‘sof’ inputs such as learning, customer 
focus, processes, people management and leadership and where traditional fnancial 
measures of success are insufcient criteria. 

Given the range of measures used in diferent organisations, the use of various ‘value 
chain’ or customer service impact models, such as the Business Excellence framework, 
tends to be inconsistent, making comparisons difcult. Moreover, proving HR’s added 
value to business results has always been difcult since outcomes of HR interventions or 
practices are usually proximal, such as employee satisfaction, commitment, motivation, 
trust, loyalty, retention and turnover, absence due to illness and the social climate be-
tween employees and managers. Afer all, SHRM goals are mostly delivered by managers. 

Te Human Capital Movement (HCM) has attempted to defne measures for valuing 
aspects of human performance and the various ‘intangible’ outputs associated with it, 
such as innovation, in order to be able to quantify in fnancial terms what this contrib-
utes to organisational performance and competitive advantage. Youndt and Snell (2004) 
proposed intellectual capital (human, social and organisational) as a mediating variable 
in the relationship between HR systems and organisational performance. Tey found 
that selection and training and development were related to human capital, the use of 
collaborative HR activities was related to social capital, and accessible information sys-
tems along with HR activities that encourage knowledge documentation were related to 
organisational capital. Human capital and social capital had strong relationships with 
organisational performance. 

To some extent this should have strengthened the hand of those advocating efec-
tive people management, training and development and should have led to increased 
employer awareness that treating employees well is a key element of increasing perfor-
mance and productivity. However, hopes that companies would be required to report on 
their human capital in annual reports have proved mostly ill-founded, suggesting that a 
causal link between people and organisational performance remains poorly understood 
in business circles. While the move to quantify human capital in company reporting 
largely failed, at least there is now greater awareness in risk registers of the various forms 
of people-related risk – including to company reputation. 

Te gradual consolidation of HRM (in organisations) into the general repertoire of 
managerialism is the outcome of a complex and paradoxical cultural process. On the 
one hand, HRM appears to have become less coherent, less centred, more dispersed and 
insubstantial when compared with other technical specialities of management such as 
strategy or marketing. In spite of this appearance, though, HRM has become a very 
strong cultural programme capable of extending its range to emerge as one of the most 
signifcant grounds of managerialism itself (Costea et al. 2007). Delbridge and Keenoy 
(2010) point out that since mainstream HRM became the dominant discourse relating to 
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management practice from the mid-1980s on, what Keenoy (1997) terms ‘HRMism’ has 
enjoyed ‘unparalleled success’. 

CRITICAL HRM 

Alongside mainstream theory, critical management (CMS), critical HRM (CHRM) and 
critical Human Resource Development (CHRD) studies ofer a variety of diferent per-
spectives on the assertions of mainstream theory and on the role and purpose of the 
HR function. CMS is a disparate feld encompassing critical versions of postmodernism 
(Alvesson and Deetz 2005) and radical humanist approaches (Burrell and Morgan 1979). 
Other critical scholarship derives from the industrial relations tradition within which 
HRM was seen as ‘part of a system of employment regulation in which internal and 
external infuences shape the management of the employment relationship’ (Bach and 
Sisson 2000: 8). 

Much critical management, HRM and HRD scholarship derives from a Marxist per-
spective. For instance, critics point out the diferent interests of employers/executives 
(representing ‘owners’ and shareholders) and those of employees, especially with respect 
to the way employers use technology to gain complete control of the labour process, 
increase fexibility and drive down costs, ofen at the expense of employees. In conse-
quence, this ‘structured antagonism’ engenders a ‘natural’ confict of interests within 
the employment relationship because the employers’ interest in minimising labour costs 
constantly rubs up against the employees’ interest in maximising rewards and/or reduc-
ing the duration and intensity of work (the efort-wage bargain). Labour process theorists 
argue that employers gain control over work, for instance by using technological substi-
tutes to deskill workers, rendering them dispensable and without power in the employ-
ment relationship. 

Unitarism and the ‘HRM project’ 

Tis is in sharp contrast to the predominant unitarist view implicit within mainstream 
HRM, especially in American models of HRM i.e. it assumes that employees and em-
ployers are united in the common endeavour of achieving business success. Te assump-
tion is that management and employees have mutual interests and beneft equally from 
this interdependency. Tis may or may not always be the case of course. 

Critics see HRM, an ofshoot of managerialism, as a signifcant contributor to the 
deliberate shaping of a neo-liberal new work culture characterised by fexibility, work 
intensifcation and performativity. HRM prefers individual to collective employee rela-
tions, leaving workers quite exposed. From a critical perspective, HR acts solely to pro-
mote the employer’s interests, despite HR rhetoric appearing supportive of employees. 

Mueller and Carter (2005) argue that the discourse of HRM from the early 1980s 
onwards is closely intertwined with the shif in power relations between employers, 
managers, employees and trade unions. Tey propose the notion of an ‘HRM project’, 
which includes not only language but also HR practices, boundary-spanning linkages 
and external agents such as regulators and fnancial institutions. Tis overtly unitarist 
and managerialist framing of HRM represents a legitimising management point of view 
which has progressively edged out pluralist perspectives on the employment relationship, 
including what are described as ‘traditional’ personnel management or old-style indus-
trial relations (Francis and Sinclair 2003; Wright and Snell 2005). 
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Mainstream HRM approaches are thus a managerial tool for controlling and manag-
ing the workforce in ways which are designed solely to meet business needs, but which 
appear less directive than the command-and-control structures of previous decades. 
Many critics highlight the contrast between HRM rhetoric and the reality as experienced 
by employees (Legge 1995, 2005). For example, Sennett (1998: 28) describes ‘high per-
formance work practices’, such as teamworking, as ‘the work ethic of a fexible political 
economy’, since it relies on ‘the fction of harmony’ and stresses mutual responsiveness at 
the expense of original thinking. Kochan (2013) argues that such gaps between espoused 
and actual practice lead to loss of trust. 

For Watson (2010) the common core of what CMS ofers to mainstream management 
theory is deep scepticism regarding the moral defensibility and the social and ecological 
sustainability of prevailing forms of management and organisation, which are consid-
ered manipulative – ‘control by compliance’ (Hugh Willmott 1993) – and hostile to the 
interests of employees. According to Watson (2010), CMS’s motivating concern is the 
social injustice and environmental destructiveness of the broader social and economic 
systems that these managers and organisations serve and reproduce, rather than focus-
ing simply on the practices of managers themselves. 

Social and ethical dimensions of HR practice 

Within mainstream HRM discourse, the dominant emphasis is generally placed on how 
to make HRM more efective in achieving managerial interests. Te growing interest in 
the ethics of HRM is perhaps refective of critics’ concerns about the morality of certain 
aspects of HRM practice such as the use of contingent labour in the ‘gig economy’ which 
eliminates any employer responsibility towards workers who are treated as self-employed 
and lack any of the benefts of regular employment. Critical theorists therefore largely 
tend to critique mainstream theory and practice rather than advocating specifc alterna-
tive forms of practice. Mainstream theorists in contrast are concerned with potentially 
developing and improving the feld of practice. 

Even within mainstream theory, in contrast to the notion that HR strategic align-
ment is all about developing the means to deliver a business strategy lies a more values-
based way of thinking about the role of HR, which co-exists somewhat uneasily with 
the performance-based view. Syrett (2007) points out that HR’s role should not treat 
employees as if they are mere instruments of organisational performance. Te applica-
tion of HRM requires the exercise of social responsibility – it must be concerned with the 
interests (well-being) of employees and act ethically with regard to the needs of people 
in the organisation and the community. Te HR  profession has taken a stance refecting 
a responsibility to the wider society to defend the well-being and rights of people em-
ployed in the organisation, to safeguard the ethics of the organisation, to provide a moral 
compass and so on, and the HR function has built organisation and expertise to do this 
over the years. Arguably this is because organisations have an environmental, social and 
governance (ESG) duty to fulfl if only to protect their reputations. 

HR has a key social role to play with respect to employees, due in part to the breakdown 
of the traditional social contract that exchanged employee loyalty for life-time job security, 
and the rise of individualism more generally in society. People have increased expectations 
about their quality of life, of which their workplace conditions and relationships form a 
very important part. Employees increasingly resist authoritarian management, require 
participation in decision-making and demand improved physical working conditions. 
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So HR has to address the issue of whether HR should be a business resource manage-
ment function and/or an employee welfare facility. Te latter brings with it responsibili-
ties and commitments which may potentially bring HR into moral confict with business 
and performance-driven objectives for example, when a factory is closed in a town with 
declining prospects of employment for workers whose skills base is limited. 

HR is at the pivot point of debates about whether the rights and needs of employees 
to work–life balance and fexible working for instance, should be of greater priority than 
those of employers who may need staf to be available for business beyond conventional 
times, or vice versa. HR – to a far greater extent than other business disciplines like mar-
keting and fnance – has a role as ‘guarantor’ or ‘guardian’ of employee rights as well as 
representing the interests of the organisation. Tis has led to a continuing role for HR as 
arbiters between ‘the business’ and ‘the workforce’ (Ulrich et al. 2015). Not for nothing 
has Dave Ulrich’s original conception of HR as ‘employee champion’ now become ‘em-
ployee advocate’ (see Chapter 2). 

Refective activity 

• Keenoy (1997) referred to Storey’s (1995) remark that HRM is a ‘symbolic label’ and 
suggested that it ‘masked managerial opportunism’. Legge (2005) argued that HR 
language and practice represented rhetoric rather than reality. To what extent are 
these statements valid today? 

• To what extent do you believe that should HR be the moral guardian of organisa-
tional practice? 

INTEGRATION OF PEOPLE MANAGEMENT WITH BUSINESS 
STRATEGY AND CONTEXT 

SHRM pays close attention to the changing organisational context and considers the po-
tential alignment between the institutional context, business strategy, business systems 
and HRM, and the ft between HR practices (Boselie 2014). Jackson and Schuler (1995) 
identifed internal and external components of organisational environments. Internal 
components include technology, structure, size, life cycle stages and business strategy. 
External components include legal, social and political environment; labour market 
conditions, including unionisation; industry characteristics; and national culture. Early 
theories in the HR feld ofen emphasised HR’s role as ensuring that employees had the 
ability and motivation to achieve established organisational goals and that there were 
enough workers with particular skills available to meet organisation needs. For instance, 
by the early 2000s, given the widespread shortages of ‘talent’ at the time, especially in 
many knowledge-based occupations, the concept of talent management became wide-
spread as employers competed in what McKinsey dubbed the ‘War for Talent’ to attract 
highly skilled candidates by ofering enticing ‘employee value propositions’. 

Organisational efectiveness (OE) 

By the late 1990s, in the light of rapid technological innovation and economic turbu-
lence, there was as shif to understanding HR’s role as delivering organisational efective-
ness: ‘the capacity of the organisation to adapt rapidly to its external environment and to 
meet market and other external demands and with good resulting business performance’ 
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(Grundy 1998). Tis means HR’s role is to build not just the people capability to execute 
the business strategy but also involves creating the right organisation architecture to 
equip the organisation for the fast-changing global context. 

Key to building organisational efectiveness (OE) is a skilful blend of HRM practices, 
organisational design and development (OD+D) to equip an organisation to succeed in 
its particular context. Tis includes HR systems such as human capital management 
(HCM), talent management, knowledge management, leadership development, learning 
and development, designing high performance work systems, rewarding high perfor-
mance, employee development and culture management. 

Challenges to the notion of ‘ft’ 

Te contrast between ‘best practice’ and ‘best ft’ approaches lies at the heart of conun-
drums about what HR’s ‘strategic alignment’ means. For contingency theorists, the best 
personnel policy relates to the unique characteristics and circumstances of the organ-
isation, while from a universalist or best practice perspective, alignment relates to the 
level of integration between HR practices that are understood to lead, for example, to 
employee engagement or high performance. 

Te belief that the closer the ‘ft’ between business strategy and organisational 
functions will result in organisational efectiveness has been challenged in recent 
times. Te challenges relate to the lack of empirical evidence that this close strategic 
ft will automatically lead to improved efectiveness, and that such approaches do not 
take into account measures of organisational efectiveness (Truss and Gratton 1994; 
Huselid 1995). 

Tere are also criticisms that such approaches can be too simplistic in their as-
sumption that the creation of HR strategy inevitably follows the business strategy. 
Tere is danger of ‘contingent determinism’ (Paauwe 2004) – i.e. claiming that the 
context determines the strategy. Tere is also the risk of mechanistically matching 
HR policies and practices with strategy since it is not credible to claim that there are 
single contextual factors that determine HR strategy, and internal ft cannot therefore 
be complete. 

While maintaining the importance of ft, Lengnick-Hall and Lengnick-Hall (2003), 
observed that ft is not always a desirable goal, especially during times of transition, and 
that a close ft can be considered the opposite end of the continuum from fexibility. 
So, a driver of high cost-efectiveness might inhibit fexibility because of its efciency 
focus and would be negatively associated with social legitimacy because of its potential 
neglect of human issues (e.g. work-life balance practices). Conversely, from an efciency 
point of view, focusing too much on fexibility might damage the frm’s fnancial perfor-
mance; focusing too much on social legitimacy might result in a loss of both fexibility 
and efciency. Firms therefore should explicitly choose a position along the continuum 
to coincide with their assessment of upcoming competitive conditions. 

Indeed, some theorists question whether too close an alignment with business strat-
egy risks undermining HR’s other main preoccupation: with people. 

“My worry is that HR is now too closely – and even solely – linked with organisa-
tional performance and it is in danger of becoming indistinguishable from other 
managerial functions if this develops much further”. 

Marchington and Wilkinson (2008: 2) 
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In other words, HR seems to have lost its original principles of representing both man-
agement and employees. 

Rediscovering mutuality 

From the early 2000s social media started making an impact on society as well as on 
corporations worldwide. Along with the consumerisation of products, the behaviour and 
expectations of customers and employees were changing. Workers not only expect to 
connect through their social networks; they also expect to have more of a say over their 
destiny in the workplace. Arguably therefore, strategic HR goals and policies should aim 
for mutuality and produce the conditions for ‘win-win’ outcomes for both the business 
and the workforce, resulting for instance in employee engagement and well-being, sus-
tainable performance and competitive advantage. 

However, in discussing the importance of human resources in the creation of com-
petitive advantage, Wright et al. (1994), point out that not all organisations have the 
ability to systematically develop human resources as a potential source of sustained 
competitive advantage through the use of HRM practices. Indeed, without structural 
support from the organisation (i.e. in how human resources are acquired, managed, 
developed, supported and rewarded), or in the organisational culture they must nav-
igate, even the best people may be unable to achieve lasting success for themselves or 
their organisations. 

Refective activity 

• Is alignment a desirable goal for HR these days? 
• If yes, what should this entail? 
• If not, what might a more desirable goal be? 
• Why? 

In an earlier edition of this book, I took the view that the best form of alignment was 
one that was relevant and ‘best ft’ i.e. contingent on the organisation’s circumstances 
and strategic aims. Indeed, in many organisations, the notion of ‘best ft’ is attractive, 
especially if HR strategies are developed to meet the needs of the business in its context. 
Contingent HR strategies are more attractive to line managers since they can see the 
relevance to what the organisation is aiming to do in the short term and can enhance the 
credibility of the HR team who are seen to be business-focused. 

However, I also considered that universal ‘best practice’ can inform local circum-
stances. Indeed, while Pfefer’s ‘best practices’ were criticised for their lack of context 
specifcity, many measurement frameworks and competency-based standards, such 
as ISO, Investors in People frameworks or CMI Management competencies, assume a 
universal set of approaches that represent best practice on people management and de-
velopment, regardless of context. Similarly, benchmarking processes derived from best 
practice can help organisations recognise choices in the way they address key issues. Te 
danger of HR strategies built on ‘best practice’ is that they can seem ‘ivory tower’ and 
idealistic. Having an HR strategy that appears unrelated to the business strategy is far 
from useful. 
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While holding to my earlier view, several factors are causing me to modify it slightly. 
First, the body of thinking on what constitutes ‘best practice’ has expanded in recent 
times. With respect to high performance for instance, there does appear to be a grow-
ing evidence base and broad degree of consensus, which I share, about which key in-
gredients are almost always present in high performance contexts, e.g. high degrees of 
employee involvement. However, other less well-established factors are being added to 
the list of ‘universalist’ factors as time moves on and as research uncovers new ‘drivers’ 
of employee engagement and links with performance. For instance, work–life balance 
is coming to be viewed as a key factor in employee engagement, even though the link 
between that and high performance is not well proven. Similarly, the nature of the or-
ganisation’s corporate reputation is thought to be an important factor in attracting and 
retaining talent. For instance, with environmental and climate change issues becoming 
more prominent, job candidates are increasingly reported to be taking into account an 
organisation’s environmental policies on recycling, carbon ofsetting, etc. when making 
their career choice. 

To the extent that major social changes afect the daily work lives and expectations 
of employees, and help shape their attitudes and motivations, I would argue that the 
value and nature of ‘universal’ factors is also always contingent on external factors. 
Any bundles of HR practices need to be internally consistent and complementary, and 
depend on the organisational logic in that context. Tus, while individual aspects of 
‘best practice’ are useful for benchmarking purposes, the approaches used must be 
congruent with the organisation’s context and state of development if the real beneft 
is to be felt. 

Other challenges to the nature of strategic alignment relate to the typical time-horizon 
within which business goals are planned and implemented. Usually, the business plan-
ning timeframe is three to fve years at best. Now that there is growing recognition that 
HR has a key role to play in building culture – to support high performance – and the 
timeframe for developing the organisation is longer than the average business planning 
cycle. 

Similarly, some HR strategies focus on building talent from within, growing leaders 
for tomorrow. Te development of leaders with the behaviours and capabilities to lead 
tomorrow’s business requires HR to look beyond today’s practices and business strat-
egies and work with line managers and executives to identify what will be required in 
the future workforce and leadership. Activities that involve growing talent and chang-
ing the ‘way we do things around here’ can take time, and an understanding of how to 
bring about change in complexity. Tese are issues on which HR needs to exercise lead-
ership to produce real value for the organisation. However, gaining the license to focus 
on the longer term ofen depends on how efectively HR delivers in the short term. 

Moreover, alignment is not always one-way since HR strategies can themselves in-
fuence business strategy and cannot be isolated from changes in the marketplace, most 
specifcally trends relating to the labour market. New employment legislation, shortages 
in the labour market, demands for greater diversity and fexibility of service provision 
have to be taken into account. A business strategy that requires specifc types of labour 
that are in very short supply will prove difcult to implement. Awareness of the talent 
challenges is one thing; knowing what can be done about them is another. Tis is where 
HR, as the key people specialist function in organisations, should be uniquely well placed 
to make a diference to the success of their business. 
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INTERNATIONAL AND COMPARATIVE HRM 

Te development of HRM and SHRM theory to date has largely been a UK and Amer-
ican/Australasian phenomenon. Even within the UK markets, there is debate about 
whether the principles of individualism endemic to the US culture apply equally to the 
wider British culture (Armstrong 2008: 16). 

While Anglo-Saxon or US models mainly focus on creating shareholder value, 
often at the expense of other stakeholders, Germanic models acknowledge mul-
tiple stakeholders and explicitly take into account employee interests in terms of 
well-being and also societal interests. Brewster (1995) proposed a European model 
of HRM based on the assumption that European organisations operate with limited 
autonomy because the internal constraints on HRM include union inf luence and 
employee involvement in decision-making through various bodies such as workers’ 
councils. 

With respect to international HRM (IHRM) theory (see Chapter 12), various theoreti-
cal models have been developed (Scullion 2001; Brewster et al. 2005), which recognise the 
importance of linking international HRM strategy to the strategic evolution of the frm. 
Wood (1999) makes a distinction between four diferent ‘fts’: internal, organisational, 
strategic and environmental. 

International HRM – defned as ‘HRM issues, functions and policies and practices 
that result from the strategic activities of multinational enterprises and that impact the 
international concerns and goals of those enterprises’ (Scullion and Linehan 2005: 356) 
is focused on issues associated with the management of employees across national bor-
ders in multinational (MNCs) and transnational corporations (TNCs). Te core areas 
concern getting the right people with appropriate skills, knowledge, and experience in 
the right place at the right time on a global scale (Iles and Zhiang 2013), activities which 
are carried out by large multinational companies, small companies or public service or-
ganisations in a rapidly changing global context. 

International HRM addresses a broader range of activities than domestic HRM. 
Tese include international taxation, coordinating foreign currencies and exchange 
rates, international relocation, international orientation for the employee posted abroad 
etc. Tere is heightened exposure to risks in international assignments, which include 
the health and safety of the employee and family. International HRM has to deal with 
more external factors than domestic HRM, for example, government regulations about 
stafng practices in foreign locations, local codes of conduct, infuence of local religious 
groups etc. If a British organisation is sanctioned by license by the Indian government to 
set up its subsidiary in India, the British company is under legal obligations to provide 
employment to local residents. 

One major aspect of risk relevant to IHRM today is possible terrorism. Another is 
safeguarding. Many international charities and NGOs for instance now have a much 
greater focus on safeguarding than in the past, following the scandal involving a ma-
jor charity’s director’s sexual exploitation of women in receipt of aid afer the 2010 
earthquake in Haiti. UK charity staf now have background checks according to police 
guidelines. In other parts of the world where the charities operate, obtaining such 
background checks for local workers may not be possible due to diferent cultural 
practices, including the way police forces operate. As employers the charities are ex-
posed to reputational risk if they are not able to prove that they have taken every care 
in ensuring that staf they employ are not a risk to the populations they are meant to 
serve. 
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More recently, intense competition among organisations at the national and inter-
national level, and the emergence of new markets have raised interest in comparative 
human resource management studies (Budhwar and Sparrow 2002), addressing the con-
fguration of HRM in diferent national contexts (see Chapter 13). Comparative HRM 
(CHRM) considers the extent to which there are diferences in HR practices across coun-
tries, with comparisons typically made of four diferent approaches: economic, environ-
mental, behavioural and open systems (Nath 1988). Both IHRM and CHRM concur that 
a good working environment characterised by high levels of communication and team-
work could help employees gain high levels of autonomy, learning and excellence thereby 
improving their performance (Zheng et al. 2009). 

An important strand of comparative HRM is the cultural perspective. Hall (1976) 
argues that a useful way of understanding cultural diferences derives from the notion of 
high- and low-context societies. In high-context societies such as those in Japan and some 
Arab countries, the meaning of communication largely derives from facial expressions, 
setting and timings, while in low-context Northern European cultures, more explicit 
and clear forms of communication are preferred. In contrast, Hofstede (1980) argues 
that cultures can be categorised according to four distinct cultural value distinctions – 
power distance, uncertainty avoidance, individualism/collectivism and masculinity/ 
femininity – which have become embedded in society over long periods. 

Hofstede’s work led to an explosion of investigations into cross-cultural diferences, 
such as those by Fons Trompenaars and Charles Hampden-Turner. Although Hofstede’s 
distinctions were criticised for their limited statistical derivation and for the assumption 
of the slow evolution of cultures, nevertheless these values are popularly used in under-
standing cultural diferences in managerial intentions and behaviour. 

Some national cultures could be said to be undergoing a more rapid transformation 
than Hofstede assumed, given the efects of globalisation and technological advances. 
For instance, Sarawagi (2010), discussing HRM issues at a number of Indian frms, found 
that managers are forced to think globally, which can be difcult for those who are used 
to operating in vast, sheltered markets with minimal competition from domestic or for-
eign frms. Sarawagi argues that, in the Indian context, to cope with the challenges of 
maintaining workforce diversity, motivating employees, communication, performance 
management, competence development and so on, frms will need to undergo a transfor-
mation from rigid hierarchies to fat, more fexible structures; from family-centric and 
secretive to dispersed ownership, open-mindedness and sharing; from caste-ridden and 
superstitious to rational thinking and a vibrant style for handling issues. 

CONCLUSION 

We have considered various theoretical elements of HRM and SHRM theory that im-
pact on HR practice. We have discussed how the focus on performance and alignment 
to business strategy risks neglecting the ‘human’ in human resources. Tese varied ap-
proaches suggest a discipline which is evolving in complex ways as it refects a wide range 
of issues in diferent contexts. Increasingly HRM researchers are paying greater attention 
to implementation issues experienced by practitioners. Tere is a growing recognition 
that intended SHRM practices may be diferent from actual SHRM practices. Te mixed 
picture of perceptions about the role and value of the HR function may refect legacy is-
sues arising from HR’s evolution. In the next chapter let us turn our attention to how the 
HR function was remodelled in the frst few waves of HR transformation. 
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2 
Te evolution of the HR function 

A true HR transformation is an integrated, aligned, innovative, and business- focused ap-
proach to redefning how HR work is done within an organization so that it helps the organ-
ization deliver on promises made to customers, investors, and other stakeholders. 

(Ulrich and Allen 2009) 
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In Chapter 1, we looked at some foundational elements of Human Resource theory. 
Broadly in line with such theory, HR functions have been transforming themselves since 
the late 1980s. Te transformation journey has not been an easy one and HR still sufers 
from a bad press. An article about HR in Fortune Magazine asked: ‘why not blow the 
sucker up?’ Reinventing HR means looking at new ways to deliver services and answer-
ing the question ‘What is the purpose of HR in this organization?’ 

CHAPTER OVERVIEW 

In this chapter, we shall look at some of the ways in which the Human Resource func-
tion has been transforming itself in the frst decades of the twenty-frst century. Our 
principal focus will be on the dominant HR architecture adopted mainly by large 
organisations – the so-called ‘Ulrich model’. We shall consider the process of reinvent-
ing HR which ofen involves reengineering the function to improve its efectiveness 
while reducing cost. We shall also look at the early evolution of the role of HR business 
partner to the era of ‘the strategic business partner’ and what this means in terms of 
HR competencies. 

We shall look at: 

• HR transformation 
• Te ‘three-legged stool’ HR structures 
• Te role of technology in HR transformation 
• Approaches to restructuring HR functions 
• Attributes of efective HR functions 

LEARNING OBJECTIVES 

• To consider options and challenges with respect to HR transformation 
• To explore how HR might take on a more strategic role 
• To consider the implications for HR skills 

INTRODUCTION: THE TRANSFORMATION JOURNEY 

Te HR function, especially in large organisations, has evolved through a series of 
distinct yet overlapping phases. Back in the 1980s Personnel/HR typically ofered a gen-
eralist service, with some training and development alongside the administrative work. 
Personnel was considered to be doing its job if the basics were consistently and cost-
efciently delivered – employees were paid, pensions where administered, attendance 
was monitored, and employees were recruited (e.g. cost per hire per employee would be a 
standard measure for HR) (Ulrich et al. 2015). 

Bersin (in CIPD 2015) calls the frst transformation phase ‘moving from an opera-
tional role (the “personnel department”) to HR’. Te early stages involved improving 
core aspects of Personnel, for instance administrative work, such as terms and conditions 
of work, efcient delivery of HR services, and ensuring regulatory compliance. Indeed, 
for David Guest so little had changed by 1989 that he wrote an article asking – Personnel 
or HR – can you spot the diference? 
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Te next phase of transformation, which Bersin (in CIPD 2015) calls ‘HR as a service 
centre’, began roughly in the early 1990s. HR functions continued to provide generalist 
service support to line managers but with a growing number of specialists the emphasis 
shifed to the design of innovative HR micro-practices – in sourcing, compensation or 
rewards, learning, communication and so on. Te Personnel function gradually came to 
be rebranded as ‘Human Resources’ and in large complex organisations came to be seen 
more as a specialist and quite powerful management function (Guest 1989). HR efective-
ness and credibility in this phase depended on innovating and the horizontal integration 
of HR best practices with each other to provide a consistent approach. 

In large organisations, especially those with matrix structures, the strategic HR roles 
were typically concentrated in the corporate centre, with operational support to the line 
provided through divisional support units. Sometimes these devolved support units re-
ported directly back to the head of HR, and so maintained a strong functional link, while 
other units reported to the divisional business director, maintaining only a dotted-line 
relationship with the head of HR. 

Te ‘three-legged stool’ 

Te third phase of HR evolution from the mid-1990s to this day has focused on the con-
nection between integrated HR practices and business success through strategic HR. In 
this phase, Dave Ulrich’s thinking about HR roles (1997) has been highly infuential on 
the theory and practice of HRM especially in global companies. Te assumption behind 
the Ulrich model is that, in order to free up HR to do higher value activities, diferent de-
livery models of ‘transactional’ administrative work should be found, leading to greater 
efciency, higher quality and lower costs and responsibility for operational personnel 
issues should be devolved to line management. 

Tough the ‘Ulrich model’ is usually interpreted as a functional design, Ulrich him-
self insists that he was not describing a set of HR roles, in the sense of jobs, but a set of 
functions to be carried out. Nevertheless by 2008, of the 80% of organisations which had 
changed their HR function, 57% had introduced some form of ‘Ulrich model’ (Reilly 
2008). Te ‘Ulrich model’ led to the splitting out of previously integrated generalist HR 
teams that carried out the full range of HR activities, into what became known as the 
‘three-legged stool’. Tis comprises a (small) corporate centre, with service delivery via 
business partners, centres of expertise and shared services. 

Corporate centre 

Corporate HR, usually a small team, is responsible for the strategic direction and gov-
ernance of the function as well as for executive recruitment and pay. Te centre can come 
to be seen as peripheral since most strategic decision-making takes place in the business 
units. Tis can be particularly challenging when, for instance, HR attempts to take a 
corporate perspective on the development of high potential talent, yet business heads are 
reluctant to share information with the centre that might cause them to lose a ‘star’ em-
ployee to another region. One organisation’s approach to resolving such tensions is de-
scribed in the case study about Dr Candy Albertsson, formerly of BP Amoco in Chapter 
12. Similarly, the market nature of relationships within which some HR teams operate 
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can prove a barrier to a meaningful relationship with line managers. Some organisations 
overcome this difculty by avoiding internal charging systems. 

Business partner 

Te term ‘business partner’, already an outmoded term, is used to describe the 
business-facing roles through which relationships with key business unit stakeholders 
are built and maintained. Business partners act as internal consultants to business unit 
leaders and line managers, diagnose needs and commission solutions from former col-
leagues as suppliers. Te aim is to ensure that the business can beneft from focused 
solutions, delivered in a timely and cost-efective way. 

Early implementers of the Ulrich model typically experienced a number of challenges 
with working it through in practice, not least a lack of practitioner skill development for 
the changing role. Of course, efective consultancy is a highly skilled process and consul-
tancy skills are now a vital part of an HR professional’s toolkit. Tis set of skills includes 
relationship management, diagnostic and problem-solving skills as well an insight into 
organisation development, which enable consultants to take a systemic view to identify 
appropriate solutions. Yet success as an internal consultant in some ways can be harder 
to achieve than working as an external consultant since you have a longer-term set of 
relationships to maintain and also a set of client expectations of your function which can 
help or hinder what you can achieve. 

To some extent, these consultancy-type relationships have lef HR with less direct 
power since the line manager becomes the ‘client’ to HR’s ‘supplier’. Service level agree-
ments can reinforce these respective expectations. Indeed, many HR teams resist the 
term ‘business partner’ as implying a role of lesser signifcance than other business 
roles. Some organisations have preferred to retain a ‘rump’ of the core Personnel func-
tion to provide generalist service delivery while other team members provide internal 
consultancy. 

Centres of expertise/excellence 

Specialists working in centres of expertise provide professional support to business part-
ners in mission-critical HR disciplines such as change management, resourcing, learning 
and development, employee health and well-being, compensation and bonus arrange-
ments. Ad hoc rapid response teams of diferent specialists are formed to deal with spe-
cifc situations such as acquisitions or divestitures. In recent years, centres of expertise 
have generally been regarded as successful, though there can be problems with respect to 
how these centres interface with the rest of the HR organisation. 

Getting HR transactional work ‘done diferently’ – shared services 

Te third leg of the stool, HR administration, is the ongoing focus of HR transformation 
to improve the delivery of transactional work, including day to day operational guidance 
to managers and staf. CIPD research into the changing roles of HR (Reilly 2008) found 
that CEOs considered the quality of HR processes as HR’s weakest area. Te challenge is 
to ensure that transactional work is delivered accurately, efciently and cost-efectively, 
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or else it undermines HR’s credibility and its ability to be seen to add value through more 
strategic work. Conversely, HR teams who concentrate mostly on administration tend to 
be criticised as being ‘reactive’ and are regarded as a cost. Since a key aim of HR teams 
must be to improve cost-efectiveness and efciency, as well as business competitiveness 
and customer service (Ulrich et al. 1995) the paradox must be resolved. 

In large organisations operational and administrative functions are ofen supplied 
through shared services, internal or through external, or outsourced provision enabled 
through technology (Reilly 2008). Administration service centres deliver low-cost, highly 
automated transaction processing and many provide operational support to employees 
and managers via call centres and help desks. Call centres may or may not be part of the 
shared services operation. Unisys for instance has established an international on-line 
service centre which provides HR solutions in a way which meets ‘local’ as well as cor-
porate requirements. 

Te structure of HR shared services varies by organisation, especially in a global 
context and many are being expanded to provide an integrated service – a ‘one stop 
shop’ for queries relating to HR, Finance, IT and other service disciplines. However, in 
international contexts and in many Small- and Medium-sized Enterprises (SMEs) the 
earlier models of Personnel continued much as before. We shall return to these topics in 
later chapters. 

Te early challenges of HR transformation 

Finding ways to get HR transactions done diferently can be difcult. One of the key 
challenges to the successful functioning of the HR architecture described above is that 
it assumes that responsibility for routine aspects of HR delivery will be devolved to line 
managers. 

Devolving to the line 

HRM theory suggests that it is line managers who are responsible for implementing hu-
man resource management and development on a daily basis, while HR provides policies, 
processes and support to enable line managers to do this. However, what HR profession-
als are able to deliver in reality appears to depend on the way their role is perceived by 
stakeholders within their organisation. Line expectations about what HR is meant to 
deliver may well be rooted in the ‘tea and sympathy’ or the service delivery phase of Per-
sonnel evolution. As one line manager in a pharmaceutical company announced to his 
HR colleague when she came to tell him about her change of role; ‘Don’t tell me you’re an 
internal consultant and here to solve my problems. Since you’re leaving me to do my own 
recruitment, you are my problem’. It is understandable then that many HR teams choose 
to concentrate on delivering the core processes right without attempting to make a more 
strategic contribution. 

Early adopters of the Ulrich approach ofen lacked the infrastructure for HR to deliver 
on its value-adding promise. While support for line managers via information technol-
ogy could have made it easier for line managers to take on these devolved responsibilities, 
in practice devolution to the line was frequently hampered by poor or missing technology 
(e.g. self-service systems, HR information systems, help desks), limited HR technology 
skills, the extent to which line managers considered people management to be a key part 
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of their role, and the skills and time available to them for people management tasks. Typ-
ically, little support was available to line managers to help them develop the skills needed 
to carry out the devolved HR activities now expected of them. 

Moreover HR was ofen criticised for failing to deliver the basics accurately and 
quickly. A Personnel Today survey (Burden 2014) found that more than one-third (38%) 
of HR directors believed their teams spent too long dealing with straightforward re-
quests from line managers which prevented them from playing a more strategic role 
within their companies. It has been easy over recent years, with the obsession with HR’s 
strategic contribution, to overlook the value managers place on HR doing the bread and 
butter of people management work. Nearly two-thirds of HR directors said line man-
agers wanted immediate responses to queries and ‘are unforgiving if the process takes 
longer’. Half of line managers surveyed considered they did not have adequate support 
from HR to be good managers and were lef feeling frustrated and their teams lef in the 
dark. Somewhat alarmingly, four in ten said that Google is a better source of HR infor-
mation than their own HR team (Burden 2014). 

Even today, devolution to the line may not work if line managers are unwilling, unable 
or under-prepared for their personnel responsibilities. Some managers feel that they lack 
the skills required and prefer the idea that there is a function they can turn to, or blame, 
if problems occur. Occasionally, too, HR professionals are reluctant to devolve responsi-
bilities to the line for fear of losing professional control and consistency in the way proce-
dures are being implemented. Tey may lack trust in line managers, so do not give them 
enough discretion. As a result HR ends up focusing back more on administration than 
on strategic activity. Te tension between HR and line managers can become an obstacle 
to the smooth implementation of people and business strategies. 

To address this issue, HR and the line must fnd smarter ways of working together. 
If devolution to the line is to happen efectively, line managers must be equipped for 
their key roles and the process of devolution needs to be carefully thought through and 
planned. For instance, it may be better to phase the devolution of some activities to the 
line rather than simply making line managers responsible for all aspects of ‘transac-
tional’ HR. It is reasonable to expect that all line managers have responsibility for some 
core ‘people’ processes – such as managing performance, communicating well with their 
teams and developing employees they manage. Preparing line managers well for these 
tasks may involve management development, providing user-friendly tools, learning 
groups and manager help – desks to ensure that managers reasonably can be expected to 
play their part. 

Te most successful organisations give managers better sight of strategy-aligned 
HR information, such as reward policies or grading procedures. Tis enables man-
agers to be clearer with their teams and make decisions more efciently. Te facilita-
tion role of HR is growing in importance and a key focus of this is encouraging and 
coaching managers to get the most from their staf. Similarly, technology, including 
applications, can provide managers access to guidance and development on a daily 
basis. While this allows line managers fexibility, if it is done within a framework of 
policies, HR remains in control and decides exactly what information their managers 
have access to. 

In smaller organisations in particular, devolution to the line is less pronounced. 
HR still tends to directly manage or oversee the recruitment and retention of staf and 
ensures that they have the requisite competencies to do their work. 
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THE ROLE OF TECHNOLOGY IN HR TRANSFORMATION 

Use of technology has the potential to transform HR’s capability. For instance HR cloud 
technology is changing roles within HR, and, it is claimed, has improved operational 
efciency and line managers’ ability to perform people management activities. Tis pro-
vides the platform for HR business partners to perform a more strategic role. Mohrman, 
quoted in Weatherley (2005), predicted the contribution of technology could make to 
diferent HR roles: 

• A personnel services role: transactional self-service processes 
• A business support and execution role: HR systems administration; employee and 

manager tools 
• A strategic partner role: business and HR data analysis, modelling and simulation 

capabilities. 

As Bersin (in CIPD 2015) points out, as HR teams move from phase 2 to 3, they focus on 
driving the efectiveness of talent programmes, so ‘quality of hire’, ‘time to fll’, ‘train-
ing utilisation’ and ‘leadership pipeline’ are measures of success. In phase 3, technol-
ogy can contribute to building world-class talent programmes and embracing social and 
network-based technologies that extend the company’s brand, connect people, facilitate 
learning and collaboration, and build leadership. 

HR outsourcing, of shoring and in-sourcing 

Outsourcing is another potential means of freeing up HR to focus on more value-adding 
activities. Work that lends itself to being parcelled up as a process is typically a target for 
being delivered diferently, for instance through outsourcing. Technology enables choice – 
to retain processes in-house or to use some form of external provision via outsourced or 
‘of-shored’ solutions that need take no account of geographical location. 

Te potential benefts of outsourcing are wide-ranging and include: 

• Cost reduction 
• Increasing administrative efciencies 
• Access to updated technology 
• Reducing risk 
• Providing expertise not available internally 
• Moving HR up the value chain. 

As the use of technology generally, and HR information systems in particular, continues 
to accelerate, many organisations look to replace fxed costs associated with technology 
investments with variable costs associated with an outsourcing arrangement. Gaining 
access to up-to-date technology and the streamlined, simple, proven processes that the 
outsourcing provider has in place to deliver administrative efciencies reduces the capital 
frms have tied up and can re-invest as technological advances dictate. Operational HR 
roles have been the most endangered as parts of the operation are outsourced. Indeed, 
some pundits predict that outsourcing most if not all the HR function’s delivery is the 
future of the HR profession. 

Outsourcing is not always plain sailing. Te media hype surrounding the total busi-
ness process outsourcing arrangements that various multi-nationals embarked upon a 
decade or more ago has subsided and outsourcing is ofen limited to specifc elements 
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of HR delivery – training, payroll and resourcing of temporary positions are most com-
monly outsourced. Many organisations have experienced problems with the quality of 
outsourced provision and have taken back in-house previously outsourced services such 
as recruitment that leave HR most exposed if they go wrong. 

For those organisations that do decide that outsourcing is an appropriate way forward 
for them, the transition from in-house provision to outsourced solution requires careful 
consideration and strong vendor management. Te chosen outsource provider should 
be a good cultural ft, there should be carefully articulated requirements, agreed per-
formance measures and efective contract management to ensure that the arrangement 
delivers the maximum desired benefts. Te typically long-term nature of outsourcing 
arrangements means that, as important as these contractual arrangements are, it is even 
more important to build good working relationships with the outsource provider. 

SMEs might not consider that they have sufcient volume of activities to beneft from 
outsourcing arrangements, though some are linking together with other SMEs to pool 
their administrative activities into one shared service or outsourcing centre to gain the 
benefts of outsourced arrangements. 

However, with respect to transactional HR, the cost of new supply arrangements, has 
ofen been greater than anticipated; line managers have frequently been under-prepared 
for what has been required of them, and the loss of what many HR professionals have 
considered their heartland has been a source of regret for some. 

HR information systems (HRIS) 

HRIS – also known as Human Resources Management Systems (HRMS), or Human 
Capital Management (HCM) sofware – are now commonplace in large organisations. 
With a strong technology platform, managers and employees can access help – desks and 
HR databases. Employee Self-service (ESS) typically enables staf to: 

• View and download online payslips 
• Add or amend contact details 
• Start receiving email notifcation of payslip availability 
• View absence data 
• View changes made through the ESS system. 

In the United Kingdom, the ESS at Nationwide allows employees to select their own ben-
efts within the total value of the job. Te National Health Service (NHS), the UK’s larg-
est employer, implemented the ‘electronic staf record’ (ESR), a national, fully integrated 
HR and payroll system that is used by all 600-plus NHS organisations. It is used to record 
and maintain employee information and has a number of 'self-service' modules which 
enable staf and managers to make changes to the information held. Te IT contractors 
meet with NHS project staf working on the ESR on a daily basis. 

Manager Self-service (MSS) can provide line managers with a variety of HR tools, ac-
cess to information about their subordinates, and the opportunity to analyse information 
in order to improve their efectiveness. Tis drives responsibility and decision-making 
further down the organisation. MSS can ensure that transactional HR services are de-
livered consistently and that any change request approved by the line manager is within 
company guidelines. Some companies make available on-line self-sufciency tools such 
as internal job posting systems, directories of all employees and their locations/contact 
details, training courses and other important information. 
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Human Resource information systems, some of which are Cloud-based, are usually 
built on People Sof and SAP packages or SaaS Workday platforms. Not surprisingly, 
companies in the advanced technology sector such as Apple Computers, Unisys and IBM 
have found innovative technology-based solutions to providing an efective administra-
tion service to the line while freeing up HR specialists for more strategic work, such as 
analysis, leadership development and so on. Hewlett–Packard Enterprises (HPE) have 
now implemented a Workday platform, which has made HR processes more efcient 
and includes support for its annual performance and compensation processes. Te new 
platform has already delivered a range of tangible and intangible benefts. 

Another driver for reengineering eforts is improving the quality and consistency of 
HR services. Yet in many companies, traditionally decentralised decision-making about 
IT systems has led to a plethora of legacy HR and business systems, which do not talk 
to each other, causing duplication and lost opportunities, especially when carrying out 
internal talent searches, for example. Reengineering itself can be costly, since the hard-
ware, communications infrastructure and applications sofware need to be appropriate 
and require a heavy time commitment from staf involved (consultants, HR and IT staf). 
Tey can also feature poorly implemented sofware and spiralling costs. 

Key to making the most of HRIS is appointing an intermediary to bridge the gap be-
tween HR and IT teams. Having a special HRIS team to manage the relationship between 
HR and IT helps close the communication gaps, which can lead to delays in developing 
and implementing the system. 

Where they work well, HRIS do produce the intended benefts. Te use of advanced 
information technology to transform the delivery of routine but important administra-
tive activities is leading to greater efciency and reduced HR-to-employee ratios. One 
company completely revamped its separate, people-related systems within a single shared 
system architecture. People management information was streamlined, automated and 
integrated. Tis means that continuous HR process improvements can be easily incor-
porated, ensuring that the systems continue to be relevant and supportive to managers. 

US-based IT networking company Cisco Systems developed a sophisticated intranet 
system for its own staf which saved about £1.75 million in ‘headcount avoidance’, or about 
30 HR jobs. Another company radically reduced the cycle time in salary planning while in-
creasing accuracy. As we shall discuss in Chapter 7, technology is a vital part of the recruit-
ment process from forecasting needs to identifying suitable candidates. HRIS can help to 
improve processes and empower line managers. Increasingly, companies are using online, 
telephone, e-mail and helpdesks to respond to routine enquiries about pay and benefts, 
medical and retirement plans and other issues where a ‘human’ response is required. Tis, 
of course, brings down the cost-of-service delivery and should allow professionals to con-
centrate on adding value through knowledge-based, problem-solving activities. 

Technology is a key element of enabling change in HR architecture. In TfL the roles of 
business partners changed from 70:30 administration: strategy to 30:70 since the move 
to an HR service centre. Assuming that the new processes are correctly targeted, cham-
pioned from the top and add value, this allows HR professionals to focus on areas where 
their contribution can signifcantly move the organisation forward. 

APPROACHES TO RESTRUCTURING HR FUNCTIONS 

Over the past 20 years, HR transformation has come to be seen for what it is: a means to 
an end, rather than an end in itself. It is crucially important that HR is set up to be able 
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to address some of the people issues which will afect their organisation’s success beyond 
the short-term. For instance today’s global trends suggest that competition for scarce talent 
is going to increase, that competitive advantage can only be sustained through the skilful 
deployment and performance of highly talented and engaged employees; therefore, today 
more than ever should be the era in which HR can make its mark as a contributor to business 
success. Te extent to which strategy has been implemented is a standard measure for HR. 

Preparing for HR transformation 

For organisations that are considering transforming their existing HR service provision, it 
is important to frst consider existing provision in detail and consider whether you need to 
change the way you currently operate. If you decide that changes are appropriate, what is 
the extent of the changes that you need to make? Do you need to introduce wide-ranging 
transformational changes, or are you actually looking at minor tweaks? (Figure 2.1) 

HR teams need the right kinds of ‘architecture’ to be able to deliver on strategic prom-
ises. Issues to consider when restructuring include: 

• What do you believe are the strategic priorities? 
• How can these be delivered, and by whom? 
• What sort of service do clients need as opposed to want? 
• What are the relative costs and benefts of diferent structures? 
• If parts of the service are to be outsourced, how will service quality be maintained 

or improved? 
• If the HR organisation is to be made up of separate elements, how can HR profes-

sionals develop the experience and skills to transition between diferent types of 
HR role? 

Do we need to 
change the way the 

HR department 
operates? 

Review 
existing 

HR 
provision 

How do we 
change it? 

Major transformation? 

Minor tinkering? 

Is it cost-efficient? 

Are the admin 
processes effective? 

Does it have sufficient 
HR policy and 

strategy expertise? 

How much do 
we need to 

change the way 
we deliver HR? 

Mainly internal 
plus limited external 

provision 

??… 

??… 

Internal 
Internal with 

external support 
Mainly external 

provision 

or oror 

Figure 2.1 HR transformation process (afer Reddington et al. 2006). 
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Arguably the most efective way of reorienting HR to make a more strategic contribution 
is when the HR team itself reviews what it could contribute as a function, and how it 
could structure itself, if HR operated in a ‘greenfeld site’. 

Reengineering HR 

Reengineering the HR function is a relatively radical option that ofen occurs as part of 
general restructure of central functions (see Chapter 4). Hammer and Champy (1993) 
defne reengineering as ‘utilizing the power of modern information systems to radically 
redesign processes in order to achieve dramatic improvement in critical performance 
measures’. Corporate centres are ofen thought to hold back individual businesses be-
cause of their desire for a common culture, or for system compatibility. Tough these 
contributions are real, they are hard to quantify, and organisations periodically demerge 
or recentralise functions as a result. 

Reengineering involves assessing how work is performed and how processes can be 
improved. A whole function or just a key HR process can be targeted. Customers’ needs 
must be clearly defned and end-to-end processes, which have the greatest potential for 
improvement and cost savings identifed. Typical process mapping questions include: 

• Why is an activity done? 
• Why is it done when it is done? 
• Why is it done where it is done? 
• Why is it done the way it is done? 
• Who does it and why? 

Yeung and Brockbank (1998) identifed two main ways of reengineering HR. One is 
technology-driven, where an ‘of-the-shelf ’ system package is used and HR processes are 
redesigned accordingly. Te other approach is process driven, which starts with a process 
redesign and then has systems custom-built to support the process. Since cost reduction 
is a main driver behind HR reengineering eforts Brockbank and Yeung advocate the 
technology-driven approach because it allows suppliers to provide the technical support 
available from previous systems, so costs should be lower and time-consuming technical 
hitches can be eliminated. 

Te next question is whether retaining internal capability is important, or whether 
entering into an outsourcing arrangement will be the most appropriate solution. Alter-
natively, you might decide that you can deliver the changes internally or with the help of 
an external consultant. 

Winning support for such changes is essential if they are to succeed. When planning 
to reengineer HR, therefore, it is important to be clear about why it is needed and how 
reengineering fts with the overall strategy to achieve business goals. Typically, reengi-
neering is triggered by problems with existing systems and the need to address specifc 
goals. It is important to think through the sources of problems and pick the right HR 
process from the outset rather than launch programmes that are too complex and never 
get completed. 

Setting clear and realistic goals can help achieve buy-in from top management. Clients 
need to perceive the benefts to them of supporting the development and implementation 
of new systems. It is important to develop a centralised system that can fex to allow local 
autonomy and meet the varying needs of the business. Ideally, forming coalitions with 
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internal clients who are champions of change can help create a culture supportive of 
change within the organisation. 

A steering team, usually consisting of senior HR managers, line and MIS managers, 
is formed at an early stage. Tis team helps to fnd out the key concerns of users of the 
proposed process, works out the problems with the current process, sets new targets for 
the process and develops an implementation plan. Implementation teams are formed to 
provide solutions to each of the proposed processes and action plans and milestones are 
established. Implementation teams need to be held accountable to clear and measurable 
targets. Monitoring the processes and communicating results helps maintain support for 
the change. 

Refective activity 

• Does your organisation have a clear business strategy? 
• Do you have a clear HR strategy that is aligned with your organisation's strategy? 
• Is your organisation structured to deliver this strategy? 

Case example 

A major international utilities company with an American parent, developed a new busi-
ness strategy to become a global business and needed a global HR function to support 
this strategy. Te existing HR service was mostly traditional Personnel, with local in-
dependence and a small mostly non-interventionist corporate centre. Te goal was to 
create a more efcient HR service that could address local issues but also contribute to 
addressing global challenges, such as sourcing scarce skilled engineers. 

A task force was formed comprising the HR team and managers from across the busi-
ness to consider what might work most efectively and the CEO acted as sponsor. Rec-
ognising that HR touches all parts of the business, a systems model by Jay Galbraith’s 
Star Model™ was used to map out some of the changes required and quantify the change 
impact of what was proposed on the organisation as a whole, particularly on people and 
culture, and on each of its parts, e.g. numbers of staf afected; how diferently people 
would need to work. Te team then identifed the main change management issues that 
would need specifc focus and efort during the change process. Tey did this by running 
a series of workshops with key stakeholders to share learning from previous changes, 
identify issues and risks, barriers and enablers as well as critical success factors. Tey also 
carried out focus group discussions across the business to gain input and insight into 
user views of potential improvements and hot spots. Tis output allowed the design team 
to identify how ready the organisation was to accept the proposed changes to HR and 
work out what was needed to both maintain business-as-usual and also to be ‘change-
ready’ and build these actions into their transition plan (Figure 2.2). 

Using the Star Model™, they compared how the existing HR function served the needs 
of the current system (‘As Is’), then looked ahead at what would be needed under the 
global strategy (‘To Be’) (Figure 2.3). 

Te HR team’s analysis and visioning process also allowed them to understand the 
size of the gap they needed to bridge and adjust timings and sequencing of activities in 
the change plan accordingly. Tey were also able to identify potential obstacles to enact-
ing their vision and address these through their plan. Tey identifed what needed to be 
done to maintain business-as-usual while moving to the new organisation. By creating 
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Figure 2.2 Assessing organisation efectiveness using Galbraith’s Star Model™. 

Figure 2.3 Worked example – Assessing progress of global HR transformation. 
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a shared vision for the proposed change with some urgency they were able to align key 
stakeholders around the proposal. 

Tey tracked progress toward the new design at regular intervals by using this emerg-
ing blueprint to assess progress towards the ‘To be’ and understand the benefts of what 
was being achieved. Tough it was expected that the transformation would take two 
years in fact the bullet points above show what was achieved within a year. 

Refective activity 

• Looking at what was achieved in the frst year of transformation (‘To Be’), what do 
you think should follow next to successfully implement the new HR service? 

Making the most of HRIS 

As in the case above, once the processes have been reengineered, additional training is 
generally required to help staf, line managers and HR professionals use the new pro-
cesses efectively. Training can overcome one of the commonest pitfalls, which is that 
users do not understand the new system. Some resistance can be anticipated since 
reengineering can also present risks to existing systems and threats to jobs. Te level 
of psychological resistance should not be underestimated. In the NHS, training for ESR 
users was designed in consultation with staf whose preferred method of training was 
classroom based. Training was designed on that basis, but a blended approach was also 
adopted, including an element of e-learning, to overcome travel difculties for some staf. 
E-learning is also evolving with training packages moving away from long videos to 
shorter clips, viewable via mobile technology. 

Various organisations evaluate the impact of technology on HR processes using cus-
tomer satisfaction ratings as a measure of success. Aviva examines the accuracy of data 
entry in order to assess improvements and at Transport for London (TfL), HR services 
have set service level agreement targets (such as response time for answering calls, and 
the time it takes to close a case), which are measured daily using the new technology. 

Te ongoing challenges of HR transformation 

CIPD research suggests that the very process of HR transformation itself runs the risk 
of creating something of an ‘own goal’ for HR efectiveness. So much time, efort and 
expenditure are typically put into transformation that HR can become too internally or 
overly focused on ‘ideal’ HR processes and roles with the efect that practitioners become 
‘cleverer at being HR’; as a result they run the risk of losing sight of client needs and busi-
ness relevance. Pragmatic and gradual shifs of role may be more efective than leaping 
into complete restructuring in pursuit of an ‘ideal’ delivery model. As one respondent 
advises: ‘do not worry about the theory, worry instead about what the business needs and 
what you currently have’. 

What happens to HR careers? 

Another question for HR functions that have separated out into diferent roles is what an 
HR career looks like. Segmenting HR into business partners, service centres and areas 
of expertise can create silos and for HR specialists who may fnd themselves in only one 
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‘leg’ of the ‘three-legged stool’, for instance managing an outsourced call centre/help-
desk, career development may be very diferent from that of a business partner for whom 
progression may be more obviously towards HR director roles. Some will choose to spe-
cialise in service management. Others may want to move into specialist areas and focus 
on OD, L&D or Reward. For others this will be a route to becoming an HR Director. 
Te structure should not become an inhibitor to lateral movement of transferable talent. 
Projects and secondments provide a good opportunity for HR talent to work on business 
improvement ideas and so expand their skillset and reputations. 

Lack of teamwork 

Similarly, the move to transform HR by creating business partner roles and using various 
‘arm’s length’ solutions, such as outsourcing, shared service centres and help desks can 
result in complicated and overwhelming structures with duplications of efort through-
out (Ekhtiari 2018) and may restrict the amount of real teamwork across the function as 
a whole. In the early days, debates raged between HR colleagues about who ‘owned’ the 
‘client’ – business partners acting as internal consultants, or those who supplied the service. 

If excellence is being developed in each of the channels, the challenge for a fragmented 
HR function is to act as organisational role model on cross-functional learning and shar-
ing of good practice. 

And yet … there are benefts 

Despite the ‘growing pains’ of HR transformation, the benefts of change are more evi-
dent and much learning has taken place about what works in real contexts. For instance, 
there is growing recognition that higher-level skills are required for HR roles today than 
in the past. Tese days, implementers of the ‘three-legged stool’ approach have tended 
to put in place training and development to help business partners understand their role 
and equip them for it. Typically, the number of business partners has been trimmed 
down to focus on key internal business relationships and challenges. ‘Strategic business 
partners’, usually HR directors, manage the most senior relationships and take an over-
view role about where value needs to be added. Some HR functions have retained or 
reinstated a rump of HR generalist support provided directly to business units in the 
traditional way, or via shared services. Better preparation of line managers for their role 
is helping free up business partners to add value. 

In many organisations, shared services have developed so efectively that they are now 
able to operate, as in the case of Fujitsu Services, as a proft centre, providing outsourced 
HR solutions to other companies. 

Case: HR transformation at Fujitsu Services 

I featured the case of HR transformation in Fujitsu Services (formerly ICL) in the last 
edition of this book. At the time HR was emerging from a period of major transforma-
tion which has resulted in HR being at the top table. In the years since Fujitsu ceased to 
be a manufacturer of computer mainframes and moved to being a professional services 
company there was a clear recognition that the company’s only real asset is people and 
that margin is to be gained through the intellectual property they represent. Terefore 
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being able to identify, develop and retain talent was right at the top of the CEO’s priorities 
and at the heart of business strategy. Resourcing and talent management were therefore 
central to HR strategy. 

During those years of transformation, the company was almost completely reengi-
neered, roles were changed and the skillsets required for success changed too. Role dis-
tinctions between technical and programme management were broken down and a key 
requisite therefore for anyone working in Fujitsu Services was the ability to adapt and 
potentially be mobile. At the same time the organisation had a strong task culture which 
could sometimes cause teamwork and relationship tensions and could potentially lead 
to employee relations problems. In such circumstances, HR had a key role to play in 
coaching senior managers, building efective relationships and leveraging expertise. In 
particular, HR had to ‘walk the talk’ through facilitating and acting as beacons of exper-
tise within the business. 

In common with many organisations, the HR team at Fujitsu Services concluded that 
HR’s contribution to business was hard to quantify and assess, but that did not stop HR 
paying attention to what appeared to matter most. Typical measures of HR contribution 
included: 

• Attrition 
• Failed recruitment 
• Benchmarking, e.g. costs of recruitment, rewards, ratios HR: line 
• IIP accreditation – which was seen as key to access to government bids. 

In transforming HR, Fujitsu’s business partner model was based on demand-pull. So HR 
operated principally as an internal consultant. Tis meant having to deal with ambiguity 
in order to fnd the right solution for the client. Tis required viewing the business as a 
customer rather than a partner and translating the business strategy into the HR agenda. 
It also required HR professionals to move away from HR jargon to ‘business speak’, un-
derpinned by a deep understanding of what the business is about and where it is going. 

HR transactions were user-friendly and there was a deliberate simplifcation of pro-
cesses following a major review of all services from the user perspective. Employees could 
access Internet-based forms for calculating their pensions, for example. Tey could also 
update their own personal information so that employees can guarantee its integrity. 

To achieve this transformation required training for all HR practitioners, resulting 
in customer-friendly teams. Te HR Academy training programme included a series of 
modules covering the whole employment cycle. Te role of business partner was under-
stood by all as being about distilling best practice in HR and ‘fnessing’ it in the way the 
organisation could understand and use it. Te business partner role was seen as making 
sure that HR delivered to tough service level agreements, as well as delivering on internal 
projects. Te focus was on identifying problems, aligning initiatives, focusing on the 
benefts to be delivered to the organisation as well as on direct interventions, in the cli-
ent’s language and focused on their problem. 

Given the ongoing growth of Fujitsu Services through acquisition, change manage-
ment was a key responsibility of business partners and a range of tools and methods 
were applied to achieve efective integration. Use of a change network map helped clar-
ify key roles and responsibilities for sponsors and change agents. Force feld analysis 
and behavioural profling were just two of a range of other tools in regular use which 
helped focus efort appropriately. Tese helped all concerned take a strategic approach to 
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organisational design and development. Behavioural profling, for instance, was a means 
of creating culture audits. It was then possible to decide the target profle of the new or-
ganisation and the initiatives required to achieve that. So great was the accumulated skill 
in the HR team regarding workforce transfers and change management that HR itself 
was able to ofer valued services as a part of client bids and became a proft centre. 

In switching from a product-based economy to a people-based economy, Fujitsu Ser-
vices was at the forefront of knowledge-intensive organisations in coming to grips with 
a new business model ft for the twenty-frst century. Te people-based economy greatly 
enhanced the importance of HR to the business. HR’s ability to efectively manage change 
and to build talent strategies that work puts it rightly at the top table. 

In more recent times Fujitsu has deliberately fostered a rewarding workplace culture 
that encourages learning, with a major focus on helping employees acquire digital skills. 
Design thinking is positioned as a component of digital literacy and is used to establish 
skills and behaviours to provide support for Fujitsu customers' businesses and to inno-
vate within the company. 

A learning platform supports the growth of all employees at all times, no matter where 
they are. Te content is constantly updated with a wide variety of internal and external 
information and courses. For example, ‘Edge Talk’ videos feature stories of practical 
knowledge shared by personnel who are experts in specifc felds at Fujitsu and domestic 
group companies, and promote internal company learning which transcends organisa-
tional boundaries, so employees can learn from each other. 

Fujitsu also values careers. Each employee’s autonomous career development is sup-
ported through the Career Ownership Program and career counselling that are attuned 
to employees’ aspirations. Te frm is increasing opportunities for career choices, includ-
ing signifcantly expanding the internal posting system from 2020 to make open posi-
tions available to the entire Fujitsu Group, enabling all employees to take up the challenge 
and apply for these positions. Trough one-on-one dialogue, supervisors provide specifc 
advice and support to their subordinates, based on their career aspirations and char-
acteristics. Fujitsu is also providing specifc career support for senior-level personnel. 
Trough these eforts, Fujitsu aims to increase the mobility and diversity of its human 
resources and ensure that the right people are in the right places. 

Refective activity 

• Bersin (in CIPD 2015) describes the third phase of transformation as transition to 
HR focused on ‘driving talent outcomes’. With reference to Bersin’s 3 phases of HR 
transformation described earlier, where does this case study sit? 

MORE RECENT PERSPECTIVES ON TRANSFORMING HR 
OPERATING MODELS 

HR structures continue to occupy column inches in the HR press. While the Ulrich 
model has been refned and remains current in many large organisations, the challenge is 
to work out what form of HR organisation is right for your business. Te shape and con-
tent of HR organisation and practice, including strategy, will need to refect the changing 
trends for technology in the workplace. With the advent of digital, the next phase of HR 
transformation is becoming ever more urgent. HR will need to prepare for the short- and 
long-term efects of technology on culture, and the design of work. To enable this focus, 
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the aim should be to strike the right balance between strategic and operational, ensuring 
both efective delivery in the short-term and also longer-term organisational capability 
building. 

Digital 

Te latest wave of transformation is technology driven, with cloud computing and new 
providers generating a major investment in HR technology. Tis is driving the require-
ment for HR to become a more data-driven function so that HR data can be used to infu-
ence business decisions and ultimately fulfl the long aspired to role of a strategic partner. 
However, Sage research (Burrin 2020) fnds that technology adoption is slow, with just 
46% of HR teams having adopted modern HR technologies in recent years. Only just 
over a third of HR leaders have adopted new ways of working such as fexible working, 
data-driven decision-making and continuous performance management. 

Moreover, the new systems bring their own risks with respect to HR delivering value. 
Tey are end-user focused (employee and manager), not specifcally designed for experts 
(HR professionals) – and with new generations of computer users at work, these end-
users have higher technology expectations than ever. In other words, this transformation 
wave will only succeed when it meets the requirements of employees and managers. We 
shall return to the topic of digital HR in Chapter 4. 

Despite the transformation journey, in many cases HR still experiences ongoing 
internal and external stakeholder pressures to add value. Even where HR manages 
to free itself up to carry out a more strategic role, the HR function still struggles to 
focus on strategic matters beyond immediate business planning cycles, even though 
many of today’s challenges in the competition for talent require longer-term solutions, 
as research by Lawler and Mohrman (2003) and Lawler (2015) concluded. Tere are 
many possible reasons for this, not least the politics and power relationships as well as 
the skills and credibility of the HR team itself. We shall consider these issues in later 
chapters. 

While the internal consultancy of business partners does provide value at local level 
it alone is not enough to enable HR professionals to really add value to the organisation. 
Part of the problem is that the more highly client-focused you are, the more likely it is 
that you will be delivering solutions that fx that particular client’s immediate problem, 
perhaps at the expense of corporate needs. Typically, internal clients of HR are interested 
in solving problems that afect them in the short term; they are less interested in what 
they fear will be the over-engineered corporate solution, which is delivered too late to be 
of real use. Tere is also the human tendency to reject solutions that are ‘not invented 
here’. 

Consequently, internal consultants can ofen fnd themselves chasing local issues 
where the business head has seen a ‘people problem’ and tried to fx it. It can be hard to 
challenge a powerful player who perceives you to add value only if you do what they say. 
Te focus on short-term issues then gets in the way of being able to produce the bigger 
wins for the organisation in equipping it for its future challenges because you are too 
busy focusing on, or repairing damage in, the short term. 

Te vicious cycle of lots of activity without clear strategic goals can lead to inefec-
tiveness. Many commentators argue that the business partner model has failed to deliver 
its promise, and some have advocated separating HR’s transactional/operational roles 
from the strategic roles. Te real value that can be added through HR, including the 



      

 

 
 
 
 

 
 

 

 

48 • THE NEED FOR STRATEGIC HUMAN RESOURCES 

development of efective workforce planning, talent management and succession strat-
egies, and strategic recruitment for the organisation as a whole, can get dissipated at 
business group level, and make it difcult to create breakthroughs on signifcant issues. 
Indeed, Dave Ulrich (1997) challenged HR professionals to distinguish between the ‘do-
ables’ that represent day-to-day activity without reference to more strategic goals and the 
‘deliverables’, or activities with a real purpose, which will make a real diference to the 
business and organisation. 

Organising HR for a potential strategic contribution 

Various pundits in recent years have suggested that a more radical functional redesign 
may be necessary to exploit HR’s potential critical strategic contribution to improv-
ing organisational efectiveness. Tis involves continually improving the context in 
which people work – culture, processes, leadership, capability and so on – and not just 
focusing on individuals and teams. Lawler (2005) for instance recommends creating 
a new, separate unit that focuses on organisational efectiveness. Similarly, Lambert 
and Newall (2016) argue that HR should become a slimmer, higher calibre, organisa-
tional efectiveness function working with the leadership team and managers on the 
full range of their strategic and tactical responsibilities for people policies, practices 
and performance. 

Henley Business School (Scott-Jackson and Mayo 2016) propose that the HR func-
tion in large organisations could in future comprise three distinct entities – delivery, 
expert and strategy – each of which would require diferent skills. Te leader of the de-
livery function would require many of the skills needed to manage any delivery/process 
management function such as capabilities in people-related process design, technology, 
business understanding, account management/customer service, digital expertise, data 
analytics, process management, project management, communications, efective pro-
curement and supplier management. 

Te leader of an expert function would have capabilities in people-related issues, such 
as engagement, well-being and retention. Te leader of the strategy function would have 
expertise in developing strategy and designing capabilities from organisational strategy. 
Such leaders would typically have developed these skills by rotating in and out of HR and 
other business roles throughout their career. 

People operations 

Farrer (2019) suggests that a People Ops function could be set up alongside HR or as part 
of a unifed HR and Operations function which would be responsible for the engagement 
and development of employees. Farrer argues that People Ops aims to understand em-
ployees holistically as individual contributors and is about designing work so that they 
want to be there – present, engaged and proud of what they do – while the traditional 
HR mindset views people more as a resource to be calculated and managed for efciency. 
People Ops, it is argued, would beneft frst the employee, then, and as a result, the com-
pany as a whole. A People Ops director would be responsible for: 

• Project Management – Tracking the deadlines, bandwidth and production pace of 
their workforce. 
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• Rituals – From slackbots to stand-ups, facilitating check-ins without interrupting 
productivity. 

• Culture Development – Strengthening interpersonal relationships of the team is 
crucial. 

• Employee Loyalty – Keeping staf happy and healthy by preventing isolation with 
employee appreciation strategies will drastically improve proft margins. 

• Change Management – Ensuring new practice implementation goes smoothly in 
both the people and the processes. 

• Goal Setting – Setting and managing the Objectives and Key Results (OKRs) and 
KPIs of individuals, two of the most crucial elements of the business. 

Ram Charam (2014) argues that since people create value, not organisations, a powerful 
triumvirate of the CHRO, CFO and CEO should work closely together on strategic peo-
ple issues, with the CHRO in particular becoming a close adviser to the CEO and the 
Board. Tis would require the CHRO to release time-consuming activities such as the 
transactional and administrative work of HR, including managing benefts, which could 
be reassigned to the Finance function. Eventually, process management across functional 
areas may become centralised and integrated to include, for example, fnancial and peo-
ple processes. HR administrative functions would then be better placed in a combined 
Operations or Corporate Services function along with Finance – leaving strategic HR to 
concentrate on adding value via change management expertise. 

‘High impact’ HR 

Phase 4 of Bersin’s (2015) model of HR evolution is that of high impact HR. Tis is where 
HR supports the business directly and locally and the operating model is less centralised 
and more ‘co-ordinated but distributed’ into the business. HR teams able to operate this 
way have built credibility through a strong track record of HR service delivery capability 
and have spent three to fve years optimising their talent programmes. And these pro-
grammes don’t sit still; they are continuously improved. 

Refective activity 

• Which of these and other HR architectures/operating models do you consider 
would be most appropriate in your organisation? 

• What are the implications for the roles and responsibilities of HR professionals? 
• To what extent do you think it would be a good idea to set up a People Ops organi-

sation, separate from HR, to focus specifcally on employee needs? 
• In what ways can managers and HR specialists work more closely to link strategy 

and HR practice? 

Of course, creating an HR organisation that can add strategic value does not happen 
overnight or in a vacuum. In the last edition of this book, I described the HR trans-
formation process in Microsof UK led by Dave Gartenberg, previously HR Director of 
Microsof’s UK organisation. I feature it again, slightly updated, as an example of how 
structures can be adapted and improved to enhance service delivery and also make it 
possible for HR professionals to develop their careers. 
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Case: building HR strategic capability at Microsof UK 

Dave Gartenberg had a clear vision for HR. He believed that HR should be a driving force 
in the business, helping it hit its potential through its employees and leaders. For Dave, 
HR’s critical success factors included: 

• Exploiting (getting the best from) talent 
• Reducing the need for external hires 
• People being able to grow and have work–life balance 
• People feeling they have made a diference. 

Dave valued the Ulrich model but recognised when he arrived at Microsof UK in 2005 
that even the transactional work was not being done well. Drawing on his previous expe-
rience in the chemicals industry, Dave introduced a deep process orientation, using prin-
ciples from Total Quality Management and Six Sigma. Having mapped key transactional 
HR processes, the team improved them and thereby managed to reduce some of the 
dissatisfaction with HR. Tis was a stepping-stone to higher value-added contributions. 
An HR shared service centre was formed which pulled much of the administrative work 
of the generalists’ plate so it could be redeployed to higher value-added spaces (as well as 
improving the cycle times for employee requests for the administrative support). 

Te next stage was to fnd out how HR could help the business to grow. Dave introduced 
the role of Organizational Development Director to the team and created roles for Business 
Partners whose roles were to understand the business drivers and goals, identify the bar-
riers to success and use HR levers to help the business achieve success. At the same time, 
Dave introduced an ongoing programme of formal and informal on-the-job development 
for the HR team, helping them to develop business acumen and consultancy skills. 

Even so, Dave recognised that as the team developed, the organisational design for HR 
was still not right. For business partners, being an end-to-end generalist for the client 
groups meant that the ability to focus on any one part of the HR agenda was seemingly 
random. Too much efort was still being put into transactional and generalist HR, with 
the efect that more strategic initiatives were being starved of time and attention. 

Dave recognised that demand for the work of the HR consultants could at times be a 
bit unpredictable. Similarly, there was no easy way for resources to fow across businesses 
when there were seemingly random (but consistent) spikes in HR issues in the businesses 
since in the ‘intact’ team design it was very difcult to move resources from one business 
to others. As a result, there was not always consistent alignment between what the client’s 
needs were and the Career Stage Profle (level) of the generalist in that business. For HR 
professionals, the levelling and career path within HR was seemingly random. Nor was 
HR consistently challenging managers and business leaders to establish and help drive a 
strategic HR plan that is aligned and supports the business. 

Accordingly, Dave’s new design took into account both the needs of the business and 
the career development needs of HR professionals. He and his team came to the conclu-
sion that they needed to divide the HR work into two areas. In terms of responsibilities, 
a simple way to describe the split is that the ‘consultants’ will drive front line manager 
capability and resolve employee issues, and the ‘business partners’ will work with the 
leadership teams on the overall HR agenda and strategy. Responsibilities look like this. 

Te second change was how the team was organised. Te consultants were formed 
into one team, which allowed for many benefts but the most signifcant were (1) giving 
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Table 2.1 HR team member responsibilities 

HR consultants HR business partners 

Te focus of the role is to work with 
employees and front line managers – 
the kind of activities that tend to be 
more immediate in nature, and very 
problematic if not done exceptionally 
well 

Front line manager induction and 
onboarding

Manager coaching 
Employee relations and performance 

issues 

Te focus of the role is to work with 
managers and their leadership teams 
– the kind of activities that tend not 
to be as urgent in nature, but critically 
important to the longer-term health and 
capability of the organisation

Leadership team (LT) induction and 
onboarding

Leadership coaching
Leadership team efectiveness 

Trends and statistics in employee relations People review 
Initiating the recruitment process for Talent management 

information technology positions
Redundancy situations Work with leadership teams to defne HR 

priorities/agenda 
Shared responsibilities
• On interview loops for all people manager openings. Providing feedback on 

manager competencies 
• Review model implementation 

one team line of sight to the manager capability issues which could help the team iden-
tify root causes, and (2) allowing for a critical mass under one manager who could easily 
see where the peaks and troughs in demand were and fow the resources accordingly. So 
the consultants had a primary alignment to organisations but knew they would receive 
back-up when peaks hit their business, and conversely, they would back up their peers 
when they were lacking ‘bandwidth’. As a result, HR and line managers had the beneft of 
deep understanding of given business areas but the capacity was available in the design 
to ensure a high degree of fexibility and responsiveness. 

Te generalists who were switching client groups and/or roles met with the people 
taking over the responsibilities. During these handovers they covered issues like: 

• Key business issues facing business units (BU) 
• A walk-through BU organisation chart 
• Key people in the organisation 
• Any employee relations issues in the works 
• Which managers are either new and/or not (yet) strong. 

Business partners were a ring-fenced resource to help drive BU HR plans and constructively 
challenge BU leadership teams with respect to discussions about people, organisation and 
culture. Tis allowed for a more strategic approach to a variety of key talent and organisa-
tional issues. For Microsof this model proved very useful and has been applied elsewhere. 
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In more recent times, service delivery in Microsof is via an AI-based HR support 
platform, where employees will be able to self-service HR questions 24/7 without call 
centre support. Tis ‘Modern HR’ will help employees to complete tasks as quickly and 
seamlessly as possible so they can get back to their jobs with an enhanced employee ex-
perience. From seemingly simple eforts like automating travel letters to more complex 
solutions like helping employees fnd answers to specifc HR issues, PowerApps, such as 
AskHR, LUIS-based bots and Microsof SharePoint are critical to creating a Modern HR 
experience. With each employee interaction, the AI gets smarter. 

For HR teams in companies like Microsof going through a digital transformation 
and as the world of work evolves, culture is a hot topic and an important focus area. Te 
cultural change is towards a ‘Growth Mindset’, shifing from a company that ‘knows it 
all’, to one focused on curiosity and learning, which, it is believed, will drive insight and 
innovation. Technology can help accelerate culture change through collaboration tools 
like Yammer and Teams where leaders and employees can share and nurture company 
culture. Real-time telemetry surveys track employee sentiment and enable employees 
wherever they are located to connect with monthly Q&A sessions led by the Microsof 
CEO. At the same time, analytics tools like Workplace Analytics and PowerBI help lead-
ers track progress and gain insights into their culture change so that it is easier to know 
where to focus next. 

Refective activity 

• What examples did you fnd in this case study of HR delivering strategic value? 
• What were the key enablers of this happening? 

ATTRIBUTES OF AN EFFECTIVE HR FUNCTION 

HR practitioners can and do adopt a range of roles, variously described as strategist, 
mentor, talent scout, architect, builder, facilitator, coordinator and champion of change. 
Te art is to have awareness of, and fexibility for what is needed in diferent situations. 
Many an HR strategist takes up a new role in an organisation that is apparently ripe for 
change but meets with deeply embedded practices that are difcult to shif. Te strate-
gist usually experiences great frustration as he or she sees their attempts to bring about 
change wither away. Te pragmatist works within this context to make change happen at 
the pace which is likely to lead to the embedding of new approaches, rather than seeking 
to bring about widespread initiatives in order to make their mark. 

A CIPD (2019) inquiry into the Future of HR highlighted the following attributes of 
efective HR functions: 

• Specialist and expert: uses deep insight and expertise across the business and em-
ployee life cycle, to target positive outcomes and get the best from people. 

• Informed by data: has high standards and good principles when collecting and 
analysing data and uses it in an insightful and evidence-based way, to inform peo-
ple and business decisions. 

• Focused on solutions: operates in an internal consultant/change agent capacity, 
asking pertinent questions and diagnosing issues and solutions to bring about 
the most appropriate results. Sees opportunities and helps the business to unlock 
these. 
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• Agile: highly fexible and dynamic in response to any situation and able to act at 
speed where necessary. Builds agility and resilience into the workforce and the 
design of the organisation. 

• Aligned to the business: works closely with the business, understanding commer-
cial and operational realities and being fnancial astute. Has the ability to see issues 
from every angle and apply great business judgement. 

Te CIPD study concluded that, while there is no single future HR operating model that 
will apply in organisations of diferent sizes and contexts, good HR functions will need 
the following: 

• Principled function leader: ensuring ethical ways of working with, for example, 
technology and employment models. Upholds organisational values. 

• Partnership with CEO and functions: aligned to the business and uses strategic 
and infuencing skills. Asks insightful and challenging questions. 

• Consistent compliance: consistency and professionalism in compliance and ad-
ministrative tasks, providing a strong platform for more strategic work. 

• Deep understanding of people (employees, customers, partners) and the culture 
that is required to support motivation, well-being and business success. 

• On-demand access to specialists: on-demand access across the business to highly 
focused and selective centres of expertise. 

• Innovation in areas of opportunity: highly context driven and organised, to oper-
ate in and capitalise on, the areas of biggest opportunity for the organisation, such 
as compliance, technology, data and skill development. 

• Empowered line: partnering, coaching and facilitating operational and front-line 
management to deliver the people strategy. Developing great people managers 
through a distributed model. 

How these components are delivered (through internal and external partnerships) and 
what is appropriate will depend on the specifc focus of the business and on having an 
enabling context. 

HR competencies 

Te skills of HR practitioners are key to the efective development and implementation 
of people strategies. And there is no shortage of HR competency models. SHRM for in-
stance carried out research with HR professionals in 33 countries and identifed nine 
competency categories: Communication; Relationship management; Ethical practice; HR 
expertise (HR knowledge); Business acumen; Critical evaluation; Global and cultural ef-
fectiveness; Leadership and navigation; Consultation. A SHRM/Ulrich survey concluded 
that strategic contribution accounted for 43% of HR’s total impact on business perfor-
mance. Specifcally, successful HR professionals focus on culture management, facilitate 
rapid change while simultaneously eliminating ‘low-value work and information clutter’, 
and identify problems central to business strategy while suggesting alternative solutions. 

Te CIPD identifed 9 professional areas and four bands for HR’s professional map: 
Organisational design; Organisational development; Resourcing and talent planning; 
Learning and talent development; Performance and rewards; Employee engagement; 
Employee relations; Service delivery; Information. 

Certain competency areas stand out from all these maps: 
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Business acumen 

If HR is to truly act as a business partner, specialists need to really understand the busi-
ness and be able to refect that understanding in their actions. Tis of course requires 
business knowledge, organisational analysis and what the CIPD describes as ‘business 
acumen’. Tis goes beyond knowing the nature of a particular business and its sector, 
markets, operations, processes, fnance and technology. It also entails ‘the ability to ap-
ply that knowledge—contributing to strategic decision making, developing competitive 
cultures, making change happen fast, and creating market-driven connectivity’. 

Consultancy skills 

Basic consultancy skills, such as gaining entry and diagnosis, should be part of the pro-
fessional toolkit. Tis requires client servicing and relationship skills, infuencing ability 
of a high order – to be a good listener, efective persuader and negotiator – and facilitation 
skills. Consultants need good ‘human’ attributes and skills such as empathy, compassion, 
emotional intelligence, knowledge of diversity and inclusion issues, coaching and more. 

Bringing about change 

Perhaps the core expertise lies in managing ongoing change and working with managers 
to develop a robust and resilient workforce able to thrive on change. HR professionals 
also need to be able to understand and manage culture, recognising what needs to be 
maintained, strengthened or changed, as well as manage the change process. Te skills 
of bringing about change extend beyond being able to take a longer-term view. Organ-
isational design and development, project management skills and the ability to work 
successfully in cross-boundary teams are essential to efective delivery of outcomes. HR 
teams need to be able to cope well with change and help others to do so. 

Bringing about change requires HR specialists to be able to infuence key players and 
to have the confdence to challenge. Tis means being politically aware and being pre-
pared to use various forms of infuence, including power, to get the job done. Of course, 
the most easily available form of power is personal power, which stems largely from an 
individual’s personality. Tis kind of power is refected in being respected as a profes-
sional, being a team player and being the kind of person who is trusted and to whom 
people at all levels can turn. 

Micro-practice specialist expertise 

Today’s HR managers are expected to deliver in HR’s micro-practice areas such as staf-
ing, career planning services and internal communications, so a broad skillset is vital. 
For this they need a sound grounding in the classic and emerging HR functional knowl-
edge areas – underpinned by an understanding of related theory. While HR generalists 
do not need to be experts, they should be able to use creative approaches to designing HR 
processes that really meet needs. 

Able users of technology 

MIT research (in Jacobs 2016) suggests that technology is dissolving boundaries be-
tween HR and Marketing, for instance being able to articulate their organisation’s value 
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propositions and brand as an employer through compelling stories, what Bersin calls the 
‘consumerisation of HR’. HR professionals are expected to use technology to deliver HR 
services and to shif from ‘transaction processing to strategic functioning’. In this regard, 
technology’s impact is more in time savings than cost savings. 

Tis is emerging as a very important HR competency as HR professionals get involved 
in the broad feld of information management. Tree levels of such involvement may be 
diferentiated. At the most basic level, HR professionals should be able to leverage the 
human resource information system to track talent, enable employees to manage their 
benefts, enable supervisors to access real-time employee performance and other related 
data, and to provide on-line basic training programmes. Increasingly, they must also be 
able to apply predictive analytics to answer important HR questions such as: What fac-
tors predict the likelihood of key talent leaving? What factors predict the kind of leaders 
who are most likely to optimise key talent? (Ulrich and Brockbank 2015) 

Credibility 

Which traits might be more critical than others may depend on the leader, the company, 
its culture and context. However, above all, professionals need to be personally credible. 
Tey need courage – to stand up for what is right, and prove it – and resilience – patience, 
calmness and persistence. For SHRM, credibility is based on HR managers establishing 
a successful track record with HR counterparts and business line managers whom they 
serve. It can be argued that personal credibility and delivering the HR basics are the 
foundation stone for HR professionals to be allowed to contribute at the strategy table, 
but if they stop there, they waste their potential strategic contribution. 

HR leadership 

For Ulrich and Brockbank (2005), an HR perspective that is both unique and powerful 
is one that establishes the linkages between employee commitment, customer attitudes 
and investor returns. Part of the art of the HR business partner is knowing when to take 
the lead in initiating a new people-related process and when to begin by building line 
ownership; how to build the corporate from the local and vice versa. Tis means that HR 
must be proactive - on the look-out for useful initiatives that have begun elsewhere in the 
organisation which can be built on in order create greater coherence and avoid ‘death by 
a thousand initiatives’. Also, HR should be willing to take the initiative to identify oppor-
tunities and solutions, suggest ideas and draw up business cases to support them. Good 
data analytical skills are important and ability to use relevant metrics, understand the 
implications of trend data and to make a convincing case are all part of the HR toolkit. 

While such a list may seem daunting, Bersin (2015) argues that the HR team itself 
does need to have all of these competencies. For what he calls ‘high-impact’ HR, special-
ist skills should be brought into the business where they can drive the most value. Bersin 
talks about these as ‘networks of expertise’ because of how highly connected the special-
ists are despite being aligned with and embedded in diferent parts of the business. 

Refective activity 

Where are you now in terms of your HR function? 

• How much does IT play a part in your overall HR strategy? 
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• Who will champion reengineering eforts? 
• In what ways could reengineered processes be superior to existing ones? 
• In moving from operational to strategic, how should the gap be flled, and by whom? 
• If you devolve aspects of HR to the line, how do you maintain consistency? 
• How should line managers be prepared for their role? 

CONCLUSION 

We have discussed how HR functions need to systematically assess and improve all basic 
HR processes in order to increase efciency and efectiveness. HR Operations should be 
managed, monitored and measured in the same way any other business process would be. 
Transforming HR and prioritising the HR agenda requires stepping out of the vicious cycle 
of constant delivery in order to choose the key areas of focus if value is really to be added. 
Winning the right to contribute strategically comes from credibility earned by delivering 
results. 

While line management is responsible for the growth and operation of the business, 
HR has a key role to play in partnering with the line to prepare the organisation and its 
employees for future challenges. So while day-to-day people management is mainly the 
responsibility of line managers, the HR function’s unique selling point (USP) should 
be its ability to develop healthy and efective organisations, with the right people, with 
the right skills, working in the right ways to achieve the right results. Tis is where HR 
operational efectiveness has to be reinforced by a strategic perspective. Tis requires 
strategic thinking, a tolerance of ambiguity and a willingness to take risks. Tis strategic 
yet practical orientation should be refected in HR’s working practices, mindsets and 
skillsets. 

As we have discussed, HR value and the merits of HR transformation continue 
to be called into question. Critics have seen the function as overly process-oriented, 
fad-prone, insufciently business-focused, poor at customer service and timid in the 
face of challenges (Lambert and Newall 2017). Whether HR transformation is produc-
ing the right results, or advancing as quickly as it might, is up for debate. According to 
Jacobs (2016), less than 20% of all HR transformation programs produce the aspired to 
results. Moreover, the process of HR transformation ofen tends to be expensive and 
poorly executed. 

Certainly the more strategic contribution expected of HR has been slow to materi-
alise. Tis has led many commentators to question whether HR’s future is essentially 
transactional, or whether HR is capable of a more strategic contribution and what value 
this would bring. Afer all, according to Scott-Jackson and Mayo (2016: 16), HR currently 
falls between two stools: ‘What has happened, in the urge to be strategic, and in the 
development of distributed technology, is that the original “employee champion” role, 
the “human face” of HR, has diminished. What has developed are call centres for que-
ries, and “business partners” preoccupied with management or process issues. No longer 
would anyone join HR because they “liked working with people”’. 

Similarly, Marchington (2008: 4) argues that this has led to a neglect of what is dis-
tinctive about people management: its understanding of a range of stakeholder needs, 
its attempt to balance the competing demands of diferent constituents and its ability as 
a profession to solve problems rather than merely provide answers others want to hear. 
So will the next phase of HR evolution feature both strategy and tactics, people and 
technology? Te question is, should HR evolve, or transform itself further to meet the 
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challenges of the ever-changing context. We shall consider more recent developments in 
HR transformation in Chapter 5. 

At this point, the HR function has the potential to develop further, moving beyond HR 
management to more of a leadership role, given that HR’s core contribution relates to culture, 
processes and that most precious asset of all, people. HR’s primary functions include fnding 
tailored ways to attract and retain much-needed talent, to design systems, structures, roles 
and processes that allow talent to be well deployed and utilised, to develop management and 
leadership capability and capacity and to build organisational climates and cultures that can 
be a source of sustainable competitive advantage. Tis USP should form the basis of a proac-
tive leadership contribution from HR – if HR is ready to take the opportunity. 

Adding to already complex HR agendas, the latest challenge involves defning what lies 
within the scope of the HR role. So should CSR, ethics, environmental policies, organisa-
tional development, work–life balance, internal communications, employer branding all be 
part of the HR agenda? Arguably yes. It could also be argued that all HR functions will need 
to demonstrate a degree of agility, a theme we shall discuss in Chapter 4, if they are to help 
their organisations adapt to the changing landscape which is the focus of the next chapter. 

As always, making the right choice on where to focus is a leadership task. Tis is where 
HR leadership is needed that is both proactive and responsive to business needs, under-
pinned by humanistic values and capable of shaping thinking and practice with respect to 
the management and development of people. With respect to value-added ‘deliverables’, it 
is increasingly clear that when HR professionals understand the context, they can create 
tailored HR practices that will serve external investors, customers and communities as 
well as internal employees and organisational cultures. Tese contextual factors set criteria 
that guide actions and increase HR value. Tis, I believe, is the next step on the evolution-
ary ladder for HR, a function on the high road towards delivering value for today’s and 
tomorrow’s organisations. Te changing context is the focus of the next chapter. 
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No organisation is immune from the changing tides of global economic, social, polit-
ical and technological trends. Context matters and in the volatile, uncertain, complex 
and ambiguous (VUCA) twenty-frst century executing business strategies becomes very 
challenging. In developed economies, currently the world of work is undergoing pro-
found change, as wider context shifs such as political and economic instability, climate 
change, demographics, social changes, the consumer revolution and new technologies 
drive new business models and the growing demand for agility and innovation at work. 
And of course the Covid-19 global pandemic has acted as the ‘great accelerator’ of many 
underlying trends, potentially heralding the start of a new era. 

While the Darwinian notion of adaptation to changing contexts originally applied to 
the evolution of species, arguably it now applies just as much to organisations, albeit at 
a faster pace. Context is key to business success and to management in general. We have 
seen whole industries founder in the wake of changing consumer habits and ‘black swan’ 
events such as the pandemic. We are seeing rapid changes in the world of work enabled 
by technology, so context is also key to strategic HR management. To develop organisa-
tional strategies that prepare organisations to not only successfully respond to environ-
mental pressures and opportunities but also to proactively develop the future workforce 
of the future, HR must keep abreast of the changing times. Te HR function must be 
able to manage the tensions between the ‘looking-in’ agenda, i.e., aligning people man-
agement to the organisation’s strategy, business model and the performance challenges 
this creates; and the ‘looking out’ agenda, where the HR function helps the organisation 
adjust its people management to institutional, social and technological change (Sparrow 
2017). It is this latter agenda we look at in this chapter. 

CHAPTER OVERVIEW 

In this chapter, I shall compare some of the previous trends with current events and also 
make some predictions about how context elements arguably detectable today (CBRE 
2014), may infuence the future of work. So, at the risk of faulty foresight, looking to the 
near future, what Sharpe (2013) calls the ‘Second Horizon’, this is an attempt to deduce 
some of the likely human implications for work as we have known it. We shall cover: 

• Te changing business environment 
• Impact of technology 
• Workforce of the future 
• Te quest for organisational agility 

LEARNING OBJECTIVES 

• To provide an overview of context themes that will be picked up throughout the book. 
• To consider some of the context changes underway which will have an impact on the 

implementation of strategic HRM. 

INTRODUCTION: THE CHANGING BUSINESS ENVIRONMENT 

Change is not new, but arguably the velocity and scope of change today is very diferent 
from in the past. Te accelerating pace of global events, the fow of goods, information 
and capital around the world, and the explosion of new technologies, are disrupting every 
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industry, making previous formulae for business success largely redundant. In 2005, 
Hiltrop predicted: ‘As we move deeper into the twenty-frst century, we can realistically 
expect that pressures to change the culture, purpose and shape of organisations will in-
tensify as the needs for fexibility, competitiveness, innovation, speed and punctuality 
improvements become even greater’. In today’s context we can expect more disruptions 
and turbulence to come, as Hiltrop’s predictions prove correct. 

GLOBALISATION 

Globalisation continues to drive growth and wealth creation. Underpinned by neo-
liberal free market principles, Anglo-American style globalisation was made possible 
through deregulation of markets, availability of technology and other factors from the 
mid-1980s. Much manufacturing capability migrated from the developed to parts of the 
developing world. With rapid growth in new and emerging markets, economic power is 
shifing from developed countries to developing countries. China and India are develop-
ing rapidly and diferently as global economic superpowers, as they make use of industri-
alisation, internet technology and increasingly skilled labour forces to build a potentially 
dominant position in the economic hegemony. Te West, with its ageing population, is 
becoming predominantly a service economy, with the United Kingdom in particular 
seeing the development of high technology, fnancial services and, until recently, travel 
and tourism as major growth areas. 

Corporations now face a myriad of markets and products where once there were stable 
brands spreading across the globe. As a result, they need to balance global scale with local 
responsiveness and local brand identifcation. For Kenichi Ohmae, author of Triad Power 
(1985), the route to global competitiveness is to use each of the three Cs of commitment, 
creativity and competitiveness. As Ohmae points out, ‘Te essence of business strategy 
is ofering better value to customers than the competition in the most cost-efective and 
sustainable way. But today, thousands of competitors from every corner of the world are 
able to serve customers well’. Ohmae (1985) signals the importance of taking account of 
context: 

To develop efective strategy, we as leaders have to understand what’s happening in 
the rest of the world and reshape our organization to respond accordingly. No leader 
can hope to guide an enterprise into the future without understanding the commer-
cial, political and social impact of the global economy. 

As competition in the service economy becomes more intense – and the fnancial services 
industry is a prime example of this – markets tend to consolidate through restructurings 
and acquisitions. Similarly, the ability to innovate, at speed, is required to keep ahead of 
the game since customers always want something new – and with increased competition, 
customer loyalty to brands is far from guaranteed. 

With respect to labour markets, the United Kingdom prior to Brexit, with its open 
capital markets and fexible labour markets, had fewer constraints on growth than many 
other countries. Indeed, neo-liberal operating principles and employment practices were 
adopted in all sectors of the economy, including in charities and the public sector. Even in 
the post-Brexit era, the UK labour market is predicted to become ever more mobile, more 
diverse and, as a result, more complex. Van Barneveld et al. (2020) argue that in countries 
with neoliberal regimes of labour market regulation, such as the United Kingdom, these 
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policies have privileged private markets, corporate wealth and ‘fexible’ labour markets 
while widening inequalities, weakening long-term community voice and enabling the 
growth of precarious work. 

Push-back 

While economic growth through globalisation is expected to continue, at the same 
time it is subject to the ‘…highest level of risk in years’ (EIU 2018) thanks to growing 
threats from protectionism, trade wars and terrorism including cyber. Add to that social, 
economic and political trends such as the fuctuating price of energy, the personal and 
national consequences of global politics and extremism which are driving perceptions of 
a less secure and stable world. 

Te afer-efects of the fnancial crisis of 2008–2009 are still being felt, and capitalism’s 
excesses, such as the extreme rewards for success – or failure – awarded to some ‘winners’ 
have led to globalisation being blamed for growing socio-economic inequalities globally 
and for the rise of populism and nationalism in several countries, such as former US 
President Trump’s America First, Brexit and other examples illustrate. So with populism 
on the march across much of the world, the liberal ‘centre ground’ appears to be eroding 
in the face of more extreme political voices. US President Biden faces a Herculean task to 
achieve consensus on a more moderate way forward. For despite political, religious and 
cultural diferences, collaboration can abound, especially in times of crisis, as some re-
sponses to the coronavirus crisis illustrate, with pharmaceutical companies sharing their 
breakthroughs with others so that vaccinations and treatments can be developed apace. 
Similarly, despite the nationalist vogue of the day, our increasing awareness of global 
interdependence is also driving concerns about some of the environmental challenges, 
which can appear beyond ready control, such as climate change and pandemics. In ear-
lier editions of this book, I wrote about the SARs and Avian Flu epidemics. Tis edition 
must reference an even greater game-changer – the Covid-19 pandemic. 

Covid-19 pandemic 

Dealing with the pandemic has been a test for individuals and governments worldwide 
and laid bare the values and competence of those in charge. Van Barneveld et al. (2020) ar-
gue that the pandemic’s disastrous worldwide health impacts, devastating as they are, have 
been exacerbated by, and have compounded, the unsustainability of economic globalisa-
tion based on the neoliberal dismantling of state capabilities in favour of markets. Lack of 
global leadership and narrow nationalistic approaches such as ‘America or Europe frst’ 
have compounded the crisis. For van Barneveld et al. (2020) a change of policy is needed: 

COVID-19 demonstrates that societies need to prioritise a range of social objectives 
including public health and wellbeing. If they are to safeguard their citizens, they 
must acknowledge that economic systems promoting inequality are not compatible 
with this. As governments resurrect their economies, retraining and fnding suitable 
employment for displaced workers loom as critical labour market policy challenges. 

In many parts of the world, the pandemic has led to lockdowns and the suspension of 
economic and social life. Governments are loaded with seemingly unsustainable lev-
els of debt for years to come. While technology has enabled some social connection to 
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continue and some work to be carried out remotely, whether remote working will remain 
mainstream afer the crisis remains to be seen. For many young people hoping to enter 
the job market, the immediate prospects look bleak while for those laid of in their mid-
dle years, future job opportunities may look very diferent from the work they had been 
doing prior to the crisis. Te need for ongoing learning and retraining is apparent. 

Trust, values and ethics 

In this context, the role of business is increasingly under the spotlight. Te debate centres 
around the relationships between business, society and the public good. So will the 
pandemic crisis accelerate underlying trends and calls for a more responsible form of 
capitalism? Opinion polls carried out in various Western countries suggest that many 
people have lost trust in their institutions, politicians and conventional democratic 
procedures, with younger people ofen said to be particularly disafected and alienated. 
We live in an era of protest and people from all walks of life have risen up in recent times 
in grassroots movements for change (including #MeToo, #TimesUp, Black Lives Matter, 
Extinction Rebellion, and, arguably, Brexit). 

High-profle cases of corporate corruption and scandal in a number of large global 
organisations (Enron, Arthur Anderson, Parmalat, WorldCom, Fifa, Adelphia, Global 
Crossing, ImClone) have shaken consumer and investor confdence leading to the ero-
sion of trust in business. Tese events have led to new corporate governance regulations 
and compliance requirements increasing the workload of boards. Te World Economic 
Council argues that corporate scandals have led to public cynicism and account for the 
rise of populism. Tyson and Mendonca (2020) call for the death of ‘shareholder-only 
capitalism’ in today’s political economy ‘which currently resembles a dangerous mix of 
1920s capitalism and 1930s politics’. Indeed, rebuilding trust in global business is one 
the strongest motives behind the growing corporate support for stakeholder capitalism 
by the World Economic Council. 

Sustainable business 

In the fercely competitive global environment of the frst few decades of the twenty-frst 
century, the struggle for business survival is being superseded by the search for sustain-
able business performance. Two decades ago, Charles Handy (1997) argued that frms 
must see their roles as contributing to society over the long term, rather than simply 
increasing shareholder dividends in the short term. Compare this with the views of the 
1970s US economist and free-market advocate Milton Friedman, who described the 
then-growing demands for business to have a social conscience as ‘pure and unadulter-
ated socialism’. He argued that business has a duty to make a proft frst – anything else 
will create confusion. 

Today, there are signs that some businesses at least are espousing attempts to fnd 
better balance between proft and purpose, across a wide range of environmental, social 
and governance (ESG) priorities, thanks largely to increased pressure from customers, 
employees and other stakeholders. More than 90% of 2000 CEO respondents in Deloitte’s 
(2020) annual global survey say their companies have sustainability initiatives in place 
or on the drawing board. Indeed, Deloitte (Volini et al. 2020a) propose that a new form 
of capitalism may be emerging, one that considers a broader group of stakeholders and 
measures societal impact alongside fnancial performance. Many business leaders are 
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asking themselves how to deliver a sense of purpose. Will this mean losing focus on 
bottom-line results? Will transparency expose painful tensions better lef unexam-
ined? Will our boards, management teams, employees, and stakeholders want to fol-
low us, or will they think we have ‘lost the plot’? Tere are no easy answers to these 
questions; corporate engagement is messy and full of pitfalls, including criticism from 
sceptical stakeholders. 

Yet when companies fully leverage their scale to beneft society, the impact can be 
extraordinary (Deloitte 2017). Te power of purpose is evident as the world fghts the 
urgent threat of the COVID-19 pandemic, with a number of companies renewing their 
purpose, and collaborating across their ecosystems to produce high value outcomes at 
the very time stakeholders need it most (McKinsey 2019). For Deloitte (2020), it is not a 
question of either/or, but both/and: 

a social enterprise is an organization whose mission combines revenue growth and 
proftmaking with the need to respect and support its environment and stakeholder 
network. Tis includes listening to, investing in, and actively managing the trends 
that are shaping today’s world. It is an organization that shoulders its responsibility 
to be a good citizen (both inside and outside the organization), serving as a role 
model for its peers and promoting a high degree of collaboration at every level of the 
organization. 

Reputational risk 

But beyond debates about the purpose of business, there are strong brand drivers for 
addressing ethical issues since corporate reputations are at stake. In this age of relative 
transparency, how a company operates has become as important as what it produces. 
Many of the corporate scandals of recent years have fundamentally undermined the ‘li-
cence to operate’ of the organisations in question. 

Trough social media, bad ‘news’ travels fast, shaping customer and societal opinions. 
For instance, in the early 1990s Nike executives began to see reports of abusive labour 
conditions in their supplier factories as a risk to their brand image. Nike was criticised 
for sourcing its products in factories and countries where low wages, poor working con-
ditions and human rights problems were rampant. At frst, Nike managers took a defen-
sive position vis-a-vis labour, environmental and occupational health problems found at 
their suppliers’ plants. Workers at these factories were not Nike employees, so Nike felt 
no responsibility toward them. However, Nike leaders realised they were facing a supply 
chain crisis. Tey needed a new strategy to defect the growing criticism and improve 
their suppliers’ performance. By 1992, this hands-of approach changed as the company 
formulated a code of conduct for its suppliers that required them to observe some basic 
labour, environmental and health and safety standards (Locke and Romis 2007). 

Corporate reputations can also be put at risk by the behaviours and decisions of those 
who work for or represent an organisation. Disgruntled employees have used various 
media platforms to broadcast perceived poor employment practice such as bullying, in-
equality or being vindictive towards whistle-blowers. In the United Kingdom, the lack 
of collective employment protections and the growth of a litigation culture, echoing US 
practice, is refected in the plethora of employment tribunals brought by employees al-
leging that their employment rights or, in some cases, their human rights have been 
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infringed. Tese are just some of the defensive reasons why addressing ethical consid-
erations with regard to the workforce, such as addressing perceived inequality and un-
fairness at work, and improving employee engagement, have risen up the business (and 
therefore HR) agenda. 

As a more positive driver for responsible business practice, organisations are also 
more attractive to potential recruits if they are seen to be active in supporting their com-
munity, and in other ways practising corporate values. According to Emma Schmitt of 
Standard Chartered Bank: 

Doing business in an ethical way is increasingly important for international com-
panies like Standard Chartered. Half of our graduates cite our ethical approach as a 
reason for joining the bank. We give our employees two days additional leave each 
year to volunteer for community initiatives and we fnd it really enhances employee 
engagement. 

(quoted by Davidson 2007) 

One such project involved 12 staf members helping to teach blind students interview 
and career development techniques. 

Whereas a decade ago many frms adopted corporate social responsibility (CSR) pol-
icies mainly as tick-box exercises to minimise risk, now there is a growing emphasis on 
embedding responsible business practice as a positive source of competitive advantage. 
Management teams are being encouraged to take their corporate citizenship roles seri-
ously. For instance, sustainability and corporate citizenship are an integral part of the 
Marks and Spencer (M&S) brand as well as a key part of its commercial recovery. In the 
past decade, levels of ethical consumerism have grown steadily, with no signs of slowing 
down. Consumers are no longer making decisions based solely on product selection or 
price; they’re assessing what a brand says, what it does and what it stands for. Tey sup-
port companies whose brand purpose aligns with their beliefs and reject those that don’t. 

Other non-fnancial benefts of responsible business practice include building trust 
in the brand, increasing customer satisfaction, improving staf morale, reducing absen-
tee rates, strengthening community relations in addition to reducing the organisation’s 
carbon footprint. Arguably, the best leaders – in business and elsewhere – are those who 
are prepared to hold themselves and their companies to account and, in some cases, ex-
ecutives are now rewarded partly on the basis of how they demonstrate corporate values, 
including ‘community involvement’. 

Climate change 

Environmental concerns about climate change and global warming are a particular focus 
for activism, and the geo-political move towards a carbon-free world is rapidly gaining 
ground, amid rising demands for businesses to avoid damaging the environment. Te 
use of fossil fuels is increasing blamed for resource scarcity, extreme weather, rising sea 
levels and water shortages are becoming. While low-cost air travel opened up the pros-
pect of increasing global mobility, the cost in terms of carbon emissions is increasingly 
being calculated down to the level of an individual’s ‘carbon footprint’. Even before Greta 
Tunberg’s galvanising campaign to limit potentially irreversible damage to the world’s 
climate and eco-system, social behaviour was heading towards more responsible individ-
ual practice for instance with respect to recycling and limiting unnecessary travel. 
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Major businesses are responding to the spirit of the times, with some making bold 
pledges to speedily become carbon neutral and rolling out programmes to address re-
source scarcity and environmental sustainability. For corporations, addressing public con-
cerns about climate change, despite powerful political vested interests, has become a test 
of trust. Accenture (2018) has found that when trust is put at risk, companies sufer fnan-
cially. Trust in the traditional competitive model of oil and gas companies is diminishing 
amid declining returns and growing demand for cleaner energy and sustainable products. 
For large or integrated oil companies, a material drop in trust could translate into a loss 
of US$9 billion in future revenue. Investors are scrutinising the industry as never before. 
Tey are making it clear that it is not only morally preferable to be socially responsible but 
is also a sign that a company is managing risk. Energy suppliers are making a determined 
drive to fnd alternative energy sources of cheap, clean and renewable energy. Bernard 
Looney, CEO of BP seized the initiative in 2020, pledging to speedily eliminate almost all 
carbon emissions from the frm’s operations and from the fuel it sells to customers. 

Airlines are under particular pressure as passengers increasingly look to fnd alterna-
tives to plane travel in order to reduce carbon emissions. United Airlines invested more 
than $16 billion to replace all of its airplanes with more fuel-efcient models and looks to 
continually lower its carbon emissions. Te slowdown of air travel during the pandemic 
may cause a structural reset of the industry as large jet aircraf are mothballed years 
ahead of their time. Te automotive industry is under similar pressure, with many West-
ern cities banning diesel-fuelled vehicles. Te UK Government in 2020 set ambitious cli-
mate change targets, with other governments likely to follow suit, for instance proposing 
banning sales of vehicles with internal combustion engines by 2032. Te rush is on to 
fnd means to power ‘green’ vehicles that do no harm to the environment. ‘Green energy’ 
targets set in 2020 may see the phasing out of central heating and domestic appliances 
using fossil fuels to be replaced by green alternatives. 

Consequently, to protect their reputations, many organisations are now paying seri-
ous attention to the ethics of how they treat their employees and communities, how they 
reduce their carbon footprint, how they deal with corruption in their midst and how they 
source from suppliers who are known not to exploit their workers. 

Refective activity 

• What are the main risks facing your organisation in the current context? 
• How can HR help mitigate those risks? 

THE IMPACT OF TECHNOLOGY 

Rapid advances in technology are facilitating the rise of the virtual world. In particular, 
technological advances associated with the so-called 4th Industrial Revolution (4IR) – 
such as digitisation, block chain, Big Data, robotics, automation, artifcial intelligence, 
machine learning, 3D printing and nanotechnology – are disrupting traditional busi-
ness models and transforming working environments, blurring the boundary between 
the work tasks performed by humans and those performed by global machines and 
algorithms. Te World Economic Forum (WEF 2018) suggests that four specifc tech-
nological advances – ubiquitous high-speed mobile Internet; artifcial intelligence (AI); 
widespread adoption of Big Data analytics; and Cloud technology – will dominate the 
next few years and beyond as drivers positively afecting business growth. 
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Knowledge economy 

In this global marketplace and thanks to technology, new services and channels abound, 
niche players can take on the big conglomerates and national boundaries become ir-
relevant. In this ‘New Economy’ also known as the ‘Collaborative Economy’, the twin 
thrusts of competition and collaboration are evident. Tanks to the Internet, informa-
tion is no longer the privileged preserve of professions or specialist groups but has been 
democratised. Commercial service providers such as Google and Yahoo! vie for share 
of market with ‘volunteer’-led services such as Wikipedia, whose data are provided by 
contributors who are also users of the service. Social media use – such as ‘Myspace’, 
‘Facebook’, ‘YouTube’, Twitter, LinkedIn, WhatsApp etc – has led to the growth of per-
sonalised messaging and online communities comprising thousands of new ‘friends’. 

Yet social media has also become a multiplier of the so-called ‘echo chamber’ efect 
when people identifed as having similar views connect with each other, reinforce these 
views and become impervious to other viewpoints. Moreover, there is now greater aware-
ness of the potential use of such data freely provided by individuals for political advantage 
by hostile forces. Tere were lively debates about free speech afer Twitter and Facebook 
suspended the accounts of the then US President Trump in 2020. Tis has also led to ques-
tions about whether such media companies are simply platform providers, as they claim, 
or publishers with the right and responsibility to edit material they judge to be harmful. 

In the pharmaceutical industry, research and development (R&D) historically has been 
predominantly an in-house activity. To fuel their pipelines, some pioneers started to com-
plement their internal R&D eforts through external collaborations as early as the 1990s. 
In recent years, multiple extrinsic and intrinsic factors created an opening for multiple 
external collaborations that have resulted in new models for open innovation, such as 
open sourcing, crowdsourcing, public–private partnerships, innovation centres and the 
virtualisation of R&D. What may previously have seemed improbable alliances, such as 
those between former competitors, are becoming commonplace. Networks of small-scale 
companies increasingly fnd common interest in pursuing business opportunities. Adopt-
ing a fail-early paradigm through the implementation of clinical proof-of-concept trials 
enables investments for game changing late-stage assets (Schumacher et al. 2018). 

Changing customer demands 

Many pundits suggest that digital technologies are driving patterns of consumer behav-
iour that are profoundly changing how companies relate to their customers and increased 
consumer choice. Customers expect personalised services and ever-higher service stand-
ards while companies seek to reduce their costs. Public and private sector services are 
increasingly provided online, via call-centre-based helplines telephone or the Internet, 
including access to round the clock health advice. Selling or buying via the internet has 
become the ‘normal’ way to do business. Tanks to technology, companies can operate 
24/7, for instance by running on a ‘sun-time’ basis from diferent parts of the world, au-
tomating, outsourcing, ‘of-shoring’ or ‘right-shoring’ key parts of their operations which 
can be done more cheaply and efectively elsewhere. 

As the 24-hour shopping and service culture takes root, changing working patterns are 
an inevitable consequence. For instance, supermarkets have responded to changing con-
sumer demands, and also saved costs, with new services made possible by technology – 
such as ‘click and collect’, home deliveries, self-service checkouts – thus signifcantly 
changing the nature of the shopping experience and the work of those who provide it. 



      

 

68 • THE NEED FOR STRATEGIC HUMAN RESOURCES 

Indeed, whether human beings will be needed at all in future increasingly becomes 
questionable. In 2020, Amazon opened supermarkets without human staf or check-outs, 
ofering an entirely technology-driven service. Trials carried out in Iceland, parts of the 
United Kingdom and the United States suggest that home deliveries might before long be 
carried out by drones or robots, replacing the need for delivery van drivers. 

Technology and employment 

Of course, new technology, jobs and skills are closely interlinked and as business models 
change so too does the nature of work (McKinsey Global Institute 2017). However, in 
future job growth may be increasingly decoupled from economic growth due to more 
automation within various industries. 

Debates rage as to whether technology will displace more jobs than it creates by 2025. 
Contemporary commentary on the potential impact of the fourth industrial revolution 
(4IR) on employment tends to divide into either an optimistic vision or pessimistic, dys-
topian predictions (Tegmark 2017). Optimists argue that new technology itself creates 
new jobs, not just in the development and use of the technology but also by enabling new 
ways of working and new services to be created. Developments such as Artifcial Intelli-
gence and robotics are more likely to alter jobs than eliminate them as many of the more 
apocalyptic commentaries suggest. 

On the other hand, pessimists point to the likely impact of the rising tide of technolo-
gies on the workforce, with AI and automation potentially accentuating existing labour 
market inequalities, widening the opportunity gaps between the digital haves and have 
nots, displacing tasks and potentially whole occupations (Frey and Osborne 2013; Te 
Economist 2016; Ernst et al. 2019). Brynjolfsson and McAfee (2014) sum up the potential 
risks and the benefts for workers as follows: 

Technological progress is going to leave behind some people, perhaps even a lot of 
people, as it races ahead… there’s never been a better time to be a worker with special 
skills or the right education because these people can use technology to create and 
capture value. However, there’s never been a worse time to be a worker with only 
‘ordinary’ skills and abilities to ofer, because computers, robots, and other digital 
technologies are acquiring these skills and abilities at an extraordinary rate. 

Te OECD (2019) estimates that, looking ahead, new technologies will eliminate 14% 
of jobs held by humans over the next 15–20 years and has also predicted that a million 
UK workers could lose their jobs to robots by 2030. Other predictions (McKinsey Global 
Institute 2017) suggest that robot automation will ‘take over 800 million jobs’ globally by 
2030. Te Financial Services sector is most likely to signal the planned adoption of hu-
manoid robots in the period up to and beyond 2022 (WEF 2016). Tus customer service 
is increasingly likely to be delivered by robot representatives with a human touch. 

Te ‘hourglass’ labour market 

Already we are seeing an increasingly ‘hourglass’ shaped labour market emerging along 
the so-called ‘digital divide’ which has signifcant social and economic consequences for 
individuals. At the top is knowledge work requiring higher-level skills – and ongoing 
development, especially updating in new technologies. Local or specialised knowledge 
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makes workers more attractive to (many) employers and it is predicted that complex jobs 
will multiply. Such work will be augmented by technology. Te OECD (2019) concludes 
that jobs involving creativity, complex reasoning and adaptation to variable contexts are 
least under threat. Nine in ten of such employees will work under full-time contracts. 
Organisations that provide efective development are more likely to attract and retain 
such employees than those that do not. It is for those workers at the top whose valuable, 
transferable skills give them power and choice in the job market that employers develop 
enticing value propositions. 

In the ‘squeezed middle’ are many of the traditional middle manager positions and 
white-collar professions which over recent years have been the most afected by techno-
logical advances – for example as core fnancial and legal processes are automated. Te 
OECD estimates that 32% of full-time middle skilled jobs are likely to be fragmented as 
tasks are automated. Poor job quality is likely to be a growing problem as many jobs are 
‘hollowed out’ by technology and there will be rising wage inequality (Graeber 2018). 
For such workers the standard contract of full-time ongoing employment is likely to be 
replaced by insecure work arrangements. 

At the bottom of the hourglass are routine jobs where people with the fewest skills 
and least training are most at risk of being replaced by automation. Te periodic WERS 
survey in 2004, reported that 11% of UK workplaces with 100 or more employees used 
zero hours contracts. Tis had increased to 21% in 2011 and will rise considerably in 
coming years. Factories now ofen have a tiny human workforce managing the entire 
production process – machines do the rest. For low-skilled workers there is an employ-
ers’ market of low paid, precarious ‘gig’ work, where workers lack employee status and 
carry all the risks in the work relationship without the collective protections of union 
membership. Amazon reportedly sacked employees who had attempted to organise in 
warehouses (O’Donovan 2020). Some delivery workers on minimum wage rates found 
themselves fnancially unable to take time of during the pandemic, even if it meant put-
ting themselves and others at risk. 

Whether gig economy workers are self-employed or not is ofen unclear, with cases be-
ing settled in employment tribunals. Deliveroo’s decision to class riders as self-employed 
was upheld because they could pass on jobs to other people (Ghosh 2017), whereas Uber 
lost its case on the same issue and was told by a court that since it works like a traditional 
cab frm it must classify its drivers as workers (Shead 2017). As the driverless car/taxi/ 
lorry revolution gradually takes place, in future even such non-jobs may be looked back 
on with nostalgia. 

Tose lucky enough to have ongoing employment contracts may fnd themselves 
treated as mere cogs in a machine. Some companies are using modern Pavlovian methods 
to motivate people who carry out repetitive routine tasks in today’s growth industries 
such as packing. In one home-delivery company’s warehouse, the company is seeking to 
improve efciency and performance by ‘gamifying’ its packing workers: 

Te games are displayed on small screens at employees’ workstation. As robots wheel 
giant shelves up to each workstation, lights or screens indicate which item the worker 
needs to pluck to put into a bin. Te games simultaneously register the completion of 
the task, which is tracked by scanning devices, and can pit individuals, teams or en-
tire foors against one another to be fastest. Game-playing employees are rewarded 
with points, virtual badges and other goodies throughout a shif. 

(Te Washington Post, 21.5.19) 
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As a result, productivity improves. 
Technology then is making possible choice, personalisation, free and constant access 

to information, networking, collaboration as well as competition but it also has a power-
ful shadow side with potentially damaging efects. Just some of the challenging questions 
raised by these technologies concern issues such as widespread unemployment, work-
place privacy and surveillance, skill development, acquisition and utilisation, manipula-
tion, bias, confict and resistance, work/life balance, human rights and dignity, the need 
for human-centred job design, corporate social responsibility and democracy itself. 

Te 4IR therefore highlights the strong need for ethics and AI governance frameworks 
to be considered in the context of labour regulation. Te European Parliament (2020) has 
reviewed the potential impacts of AI on the labour market – on economic growth and 
productivity, on the workforce, on diferent demographics, including a worsening of the 
digital divide, and the consequences of deployment of AI on the workplace. In Singapore, 
the authorities have developed a governance framework to assess and manage the prob-
ability of harm to individuals as a result of automated systems and AI. Te governance 
framework proposes a matrix to classify the probability and potential harm to an indi-
vidual that could arise from organisations using AI in the management of individuals. 
If both the probability and degree of harm to an individual are considered low, then it is 
appropriate for automated decision-making in which a human being is out of the loop. 
On the other hand, if both the probability of harm and the degree of harm are considered 
high, the matrix recommends active intervention in which human beings are involved in 
decision-making (Waring et al. 2020). 

Refective activity 

• Which of these ‘new realities’ are true for you? 
• (How) should organisations be responding to these and other trends? 
• How should frms think about their strategic choices and their allocation of re-

sources when faced with high levels of uncertainty? 

WORKFORCE OF THE FUTURE 

One of the key challenges facing HR is ensuring that organisations have the right people 
in the right places with the right skills. At a time when, despite short-term recessions, 
many developed economies are experiencing underlying growth, there is a risk that tal-
ent shortages will become a key factor afecting organisations’ ability to achieve their 
goals. Tis raises questions about the nature and shape of the future workforce. 

Global demographic realities 

Globally, we’re in a period of declining population growth which between 1980 and 2014 
averaged 1.3% but is expected to drop to 0.5% between 2015 and 2050, with the European 
labour force sufering a decline of over 20% (EIU 2016: 6). In Europe and the United 
States declining birth rates generate future shortages of both employees and consumers. 
Te so-called ‘demographic timebomb’ in Europe and the United States is paralleled by 
other social trends refected in the phrase ‘the Age of Individualism’. In the West more 
men and women than ever before live in single-person households, leading to increasing 
numbers of small occupancy housing being built. Single women are said to be healthier 
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and ftter than single men living alone, and though people are living longer than in the 
past, they are not necessarily leading healthier lives. 

Economic growth and population growth are understood to be powerfully linked 
since they produce labour market and talent shortages and increase the competition for 
scarce talent. So managed migration and technology have become signifcant elements 
of some countries’ business and economic strategies. Germany for instance boosted 
its labour market by accepting large numbers of technically well qualifed refugees 
and asylum seekers. In parallel with the rise of nationalism globally, new arrivals were 
not universally welcomed, creating a diferent headache for the German government. 
Without the workforce, another avenue to pursue is the use of technology and AI to 
replace people in specifc roles. In the United Kingdom with nationalist polices such as 
Brexit and immigration controls, shortages loom of human labour not easily replaced 
by technology in sectors as diverse as agriculture, hospitality, healthcare and the care 
industry. 

Te multi-generational workforce 

Troughout Western Europe the workforce is ageing, and fewer young people are enter-
ing the workforce. In 2020, there were 2.7 workers to every non-worker, compared with 
4:1 in 1990. With respect to pensions, people of the ‘baby boomer’ generations (born 
1944–1964) will be among the last to be able to enjoy a comfortable retirement from the 
age of 60. Te extension of the right to work beyond the age of 60 means that many older 
people will remain in the workforce. Many organisations now have a multi-generational 
workforce and there are predictions of intergenerational tensions in the workforce par-
ticularly among the low-skilled who will face ferocious competition for jobs, as young 
people compete with older workers staying in employment longer, to supplement inade-
quate pensions and ongoing living costs. 

Gen X (born between 1965 and 1980) is numerically the smallest generation. By 2025, 
Millennials or Gen Y (born 1981–1996) will account for 75% of the global workforce. 
With a growing proportion of the workforce being Generation Y, employee values are 
changing, bringing a focus on corporate social responsibility including climate change 
and democratised organisational cultures and ‘fexibility’ as a priority. Gen Z (born 
1997–2012) are entering the workplace. Various reports suggest that Gen Z employees, 
especially young high-fyers, not only want to make a good living, but also want to make 
a diference. Compared with their predecessors, Gen Z are reported to be: 

• more mobile and connected. Tey expect workplace fexibility. In turn, they are 
comfortable and profcient at working anywhere and everywhere. 

• more tech-driven 
• ore educated but likely less skilled 
• ore discerning 
• ore social but less trusting 
• oth great content creators and content consumers 
• ore diverse and yet share more global cultural norms 

Each workforce group needs to be managed with an understanding of their specifc needs 
and motivations, including providing opportunities for younger workers. However, the 
diferent generations may have more in common than diferences. Today’s workforce is 
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increasingly tech-driven and expects greater choice and control over its physical space. 
Organisational values are seen as most important to attracting candidates, followed 
jointly by career development opportunities and pay and benefts (CIPD 2017). 

Since people know that traditional careers and related benefts such as job security are 
mostly a thing of the past, work appears to hold a less central part in many people’s lives 
than in the past, especially for those employees who lead an entrepreneurial lifestyle. A 
CIPD report in 2014 reported that work was central to the lives of only 28% of respond-
ents, compared with 50% of respondents in the same survey in 2005. With the demise of 
traditional careers and conventional career paths, portfolio and multiple careers in one 
working lifetime are becoming more common. Entrepreneurial lifestyles are predicted 
to become increasingly the norm, especially portfolio careers in which people combine a 
range of paid and unpaid activities at one time. 

Retention will be key 

Retention will be key to avoiding talent shortages and costly turnover. However, this 
may not be straightforward when a strong labour market returns post-pandemic. As 
users of technology, employees in the top part of the ‘hourglass’ increasingly view their 
employer through the lens of the discerning and demanding consumer and many have 
growing expectations about what work can do for them, as much as what they bring to 
their work. If their needs are not met, they are likely to move elsewhere as opportunities 
permit. Moreover, what motivates and retains employees may refect perceived oppor-
tunities, expectations about pay and benefts, and attitudes towards work that may dif-
fer according to class, age, gender and occupation. Turnover is usually highest amongst 
young workers, who may be attracted by better salaries, more security and better career 
progression and challenges elsewhere. According to Rene Schuster, Adecco Group coun-
try manager: 

Te labour market is changing, and self-starting employees are demanding more 
from companies and it is up to businesses to realize this and close the gaps in 
employee management. If businesses don’t start engaging with their employees on 
the issues central to them, they will ultimately vote with their feet and leave. 

Peter Reilly of IES argues that 

a strong labour market creates choice and freedom for employees. Tis leaves em-
ployers vulnerable, if people management falls through the management cracks, 
to increased turnover and labour costs, unproductive workers and the risk of not 
quickly replacing highly valued employees. 

(quoted by Peacock 2007) 

According to the Work Institute’s 2020 Retention report an estimated one in four 
employees voluntarily lef jobs in 2018 but the report suggests that 75% of that turnover 
could be prevented by employers. 

Te pandemic crisis may have led to signifcant restructuring and job losses in some 
sectors, such as retail, and staf shortages in others, such as healthcare, hamper per-
formance. Employees are most at risk when they become disengaged so much current 
HR practice is geared towards improving the employee experience in order to increase 
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employee engagement and retention – and improve business performance. While many 
organisations focus their branding campaigns and budgets externally on prospects and 
customers, some may fail to invest in internal communications that align and engage 
their workforce. Defning and communicating their Employee Value Proposition(s) 
could potentially improve both recruitment and retention. 

THE GROWING QUEST FOR AGILITY 

Te main challenge faced by all organisations is to build company performance in an 
increasingly difcult market. Changes of the digital era mean disruptions to a compa-
ny’s existing business models, which may not have substantially evolved since the start 
of the internet age. Even against a general backdrop of slow economic growth and un-
predictable and disruptive political and economic events, such as Brexit for the United 
Kingdom, the question is not whether business models will have to change but when 
and how. 

Digital is expanding customer expectations – for personalisation, value and low-cost 
delivery - leading to accelerating global competition, shrinking product life cycles and 
disruption of industries worldwide. Customers, enabled and empowered through their 
digital devices, expect greater choice and a voice in co-creating the products and services 
they consume. To compete, products and services must be innovated continuously to 
meet the changing demands of customers and markets. Given the pace of change across 
the board, and the increasing role technology plays in our lives, the demand is high for 
speed, innovation, fexibility and efciency. Consequently, the need to develop business 
agility increasingly drives strategic agendas. A global survey of 998 executives by Work-
day (2020) shows the majority recognise the importance to their business’s long-term 
success of driving digital growth and the strong relationship between digital revenue 
growth and organisational agility. 

Organisational agility 

Organisational agility, or ‘an organization’s capacity to respond, adapt quickly and thrive 
in the changing environment’ (Holbeche 2018), has become a strategic imperative for 
many CEOs, as organisations struggle to keep up with, and adapt to, the rapidly shif-
ing business context (Timmermans and Schulman 2017). Te concept of ‘organisational 
agility’ encompasses both fexibility and adaptability. For the Agile Alliance, agility is 
‘the ability to create and respond to change in order to succeed in an uncertain and 
turbulent environment’. An agile organisation is not only ‘fexible’ to cater for predicta-
ble changes but also is able to respond and adapt to unpredictable changes quickly and 
efciently (Oosterhout et al. 2006). Rapidity is an essential quality of agility in order to 
operate in a dynamic environment (Sherehiy et al. 2007). 

For Workday (2020), organisational agility is a set of capabilities that are critical to 
reacting quickly and efectively to opportunities created by new digital technologies and 
evolving customer behaviours. Agile approaches emphasise ‘continuous design, fexible 
scope, freezing design features as late as possible, embracing uncertainty and customer 
interaction, and a modifed project team organization’ (Serrador and Pinto 2015: 1041). 
Typically, agile organisations are structured around teamwork to enable fast experimen-
tation and innovation. Everyone needs to be externally aware and savvy – willing to 
voice and act on such knowledge. 
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From shareholder to customer value 

A central facet of organisational agility is customer-centricity (Galbraith 2011). Compet-
itive advantage increasingly depends on the quality of the experiences that a company 
provides for its customers (Rebours and Pauly 2016). Afer all, technology creates and 
stimulates new and empowered consumer behaviours, and social media provide accessi-
ble platforms for consumers to exercise their collective voice, and in so doing to demand 
innovative products, directly afect organisational reputations and stimulate change. 
Consequently, in many sectors business models are undergoing a metamorphosis from 
strategy based on product or service to a business model built on cultivating customer 
relationships while transforming back-end operations at the same time: 

… Yes, we do have a customer-centric movement going on - among customers…. 
(they) are acting more empowered and emboldened and are continually upping their 
expectations of companies. More than just a “movement,” this is a large rock rum-
bling downhill at increasing speed that imperils anything in its way. 

(Marsh et al. 2010: 14) 

Tis focus is challenging traditional ways of doing business in the globalised Anglo-
American economy where, since the latter part of the twentieth century, the dominant 
goal of business has been to generate shareholder value through delivering on short-term 
priorities, driving both volume and margin growth, ofen achieved by cost-cutting. In 
the past, business models were based on predictable commercial patterns that company 
leaders believed they could plan for. Tey would respond with distinctive value propo-
sitions to meet the needs of their chosen sets of customers, mobilise resources and then 
gain competitive advantage by reconfguring their value chain to best support the crea-
tion, delivery and selling of their products or services. While most traditional hierarchies 
were designed for efciency and efectiveness, this ofen led to complicated and siloed 
organisations. 

Today the organisational metaphor of modern era management thinking, typical of 
bureaucracies, that of a (well-oiled) machine (Morgan 1986), that leaders could direct, 
control and re-engineer, is being called into question. Te dynamic pace and wide-
ranging nature of change in the business landscape make such models, and related 
organisation designs, unsuited to an era of unpredictability and disruption. 

New competitors entering markets are using web technology and global connectiv-
ity without the need for high capital (Kickstarter) or assets (the platform economy). 
Digitally-enabled, so-called ‘disruptive’ companies can swifly leverage innovative busi-
ness models to uncover new growth drivers and produce break-through services and 
products; for instance in retailing, customer preference for online shopping and home 
delivery services is leaving traditional shops standing empty. While conventional busi-
nesses such as hotels and taxi frms carry signifcant overheads, costs to disrupters can 
be kept low and customer choice increased – Airbnb owns no hotels; Uber owns no taxis, 
and both have used a ‘self-employed’ workforce model. Other new entrants are shifing 
market demand, so they can capture the marginal value that has been overlooked by the 
established players. 

Implementing customer-centric strategies and delivering innovation are therefore key 
to organisational agility and enduring business success. Te values of agility and Agile 
are generally on adding value for customers, as refected in the IT sector’s ‘Agile Man-
ifesto’. Tese include favouring individuals and interactions over processes and tools, 
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working sofware over comprehensive documentation, customer collaboration over con-
tract negotiation, responding to change over following a plan. Te Agile development 
process familiar to sofware engineers institutes a set of customer-focused management 
values achieved through iterative and incremental development, in which requirements 
and solutions evolve through collaboration between self-organising, cross-functional 
teams and their customers (Denning 2013). 

Barriers to agility 

Yet more than a decade afer Galbraith approached the question of customer-centric 
organisation design, agility was failing to take hold more generally beyond sofware de-
velopment. A major Economist Intelligence Unit (EIU 2009) report found that the vast 
majority of organisations struggle to upscale agility. As Denning (2013) points out, US 
manufacturing took a diferent path, with some manufacturers continuing to pursue 
mass-production methods with increased emphasis on saving through economies of 
scale while other frms pursued ‘Lean’ manufacturing that continued to focus on en-
hanced efciency and cutting costs. More recent research confrms this continues to be 
the case. According to McKinsey (Aghina et al. 2020), only 4% of organisations reach 
enterprise level agility. Traditional ways of running businesses and related mindsets take 
time to shif. 

So while the rhetoric of agile is everywhere, making the shif to a digitally driven agile 
customer-centric growth model can be difcult for many established businesses and rep-
resents a signifcant challenge to conventional bureaucracy. Weber (1978) proposed that 
bureaucracy is the most efcient form of organisation and superior to any other organisa-
tional forms. He defned the fve features of bureaucracy as hierarchy, division of labour, 
rules and procedures, impersonality and technical qualifcations. However, for some sub-
sequent authors, bureaucracy may not be as ideal as Weber claimed (Gajduschek 2003); 
indeed, some have argued that, for creating more innovative and dynamic organisations, 
bureaucratic structures should be avoided altogether (Adler 1999; Kotnis 2004). 

As with any transformation process, there are winners and losers, and some level of 
resistance can be expected if agile is implemented inappropriately. It is no use simply 
adopting agile techniques, such as Scrum and lean methodologies, without embracing 
the underlying agile principles of empowerment, client-centricity, experimentation, 
teamworking, co-creation and win-win outcomes for people and business. In such 
mechanistic scenarios, ‘lean’ tends to be ‘mean’ – hardly the basis for collaboration, 
empowerment, innovation and other desired outcomes. Similarly, in a period when 
time- and location-based work is increasingly eroded, and fexibility and collaboration 
are essential, many organisations seek fexibility by engaging with staf through a variety 
of transactional contractual relationships rather than ofering permanent roles. Hardly a 
sign of employer commitment! 

McKinsey (2018) found that the biggest leadership challenge in transforming the 
culture and ways of working towards Agile was ‘resistance’ to change. Workday (2020) 
found that a lack of motivation to move away from infexible legacy processes was the 
top barrier to process change. Other impediments to adaptability identifed by Workday 
(2020) included a lack of relevant digital skills, and, from a cultural perspective, heavy 
bureaucracy and risk-averse mindsets within the business. Only a quarter of respondents 
had made signifcant progress in establishing performance metrics to measure digital 
revenue growth and 55% of organisations lacked KPIs that are refective of the digital 
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era in which they now operate. How can organisations operate with agility and fexi-
bility when technology, people and processes live in diferent systems with little or no 
integration? 

Failure to address these barriers to agility can be costly. Lack of integration and mobil-
ity remains a threat to businesses as they shif toward digital innovation. Business leaders 
risk developing innovation silos unless their organisation is fully aligned. Only one-ffh 
of Workday (2020) respondents were confdent in their ability to quickly reallocate peo-
ple to where their skills are needed in order to take advantage of new opportunities. 
Ofen, internal mobility is hampered by hiring managers considering only the existing 
skills of internal hires rather than recognising their capacity to learn and become more 
capable, given the opportunity for development or a new role. 

Understanding the barriers to change can not only inform leaders and HR about 
where to focus but also help them decide where to invest, what initiatives are most fea-
sible, how to communicate with the workforce, what training should be ofered, what 
incentives may be necessary and more. 

Refective activity 

• What do you consider the biggest barriers to agility in your organisation? 
• What might need to shif to enable greater agility? 

SHIFTS REQUIRED FOR AGILITY 

Leading an agile organisation is very diferent from traditional models of running 
organisations – it requires shifing mindsets and also focusing on culture (Heifetz et al. 
2009). A Bain and Co. study (Dale and Miles 2013) reported that executives are recog-
nising the importance of ‘sof issues’, with nine out of ten executives agreeing that they 
are also looking beyond cost-cutting to be successful, and that ‘culture is as important as 
strategy for business success’. It’s about putting the client/customer at the heart of culture 
and strategy and being fexible, learning from experience. 

McKinsey research (2019) found that organisations that reach enterprise level agil-
ity are able to make decisions three times faster than others. Achieving the holy grail of 
democratised decision-making is not only about giving functional leaders access to timely, 
relevant and non-siloed data; it’s also about ensuring that teams have full access to such 
data, without bottlenecks within the business, and empowering them to make decisions. 
Tis requires structural, process and behavioural shifs to happen. ‘Leader organisations’ 
in the Workday (2020) study have found ways to break down the data silos that constrain 
many established organisations and that exist for example, in the separate domains of 
fnance, HR, marketing and IT. A clear customer purpose needs to underpin the shif. 

Collaboration is another key feature of organisational agility. A CIPD (2014) report 
considers how organisations might build ‘environments geared for collaboration, inno-
vation and ongoing – rather than intermittent – adaptation’. Organisations attempting 
to introduce more agile ways of working typically adopt new routines and organisational 
forms that are team based and less hierarchically structured to enable a fuid multiplicity 
of collaborations (McKinsey 2019). Tanks to the convergence of a complex technologies 
virtual project teams can be based almost anywhere. Tese come together around spe-
cifc business issues and disband when their task is fnished. Virtual enterprises tend to 
relocate to areas where there is least regulation or most proft. 
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Technology can help foster a culture of collaboration by streamlining processes 
and creating online spaces for employees to share ideas, track performance with col-
leagues around the world and create new projects. American Express GBT aims to 
build a collaborative culture by ofering regular online interactive chats with exec-
utives, holding virtual roundtables, conducting all management development pro-
grammes virtually and featuring a combination of online learning, work and learning 
circles that bring people together in a virtual classroom. For employees and managers, 
the ability to work efectively across and between organisational, geographical and 
time boundaries to achieve common purpose is likely to become a key capability in 
years to come. For Gratton (2007), the four key elements that must be mastered are a 
cooperative mindset, an ability to span boundaries, productive capacity and a shared 
purpose. 

Te changing roles of managers 

A few years ago, managers seemed an endangered species; managing a departmental 
team of full-time workers was becoming a thing of the past and in an empowerment 
context it was argued, were ‘checkers checking checkers’ necessary? Perhaps the reality 
is that managers are needed more than ever, but that their role is changing. No longer 
are they expected to be the ‘frst among equals’ or the technical expert but managers 
are increasingly required to act as organisational ‘glue’ between workers of all kinds, 
including employees and contractors. Given the increasing trend towards virtual work-
ing, managers must develop new work methods and ways of communicating appropriate 
to remote working – those which counter isolation and increase mutual trust and high 
performance. 

Te current trend in management thinking is to see the manager as helper rather 
than as problem-solving hero. In agile organisations line managers, including profes-
sionals and technical managers, are expected to become coaches/facilitators/supporters 
of mainly self-directed teams, whether or not they have appropriate skills for this. Te 
emphasis is on building team capability, enabling diversity and employee well-being, 
providing focus during times of change, managing more age-diverse workforces and 
improving performance at the same time! 

Highly skilled knowledge workers whose technical skills are likely to be superior to 
those of the manager generally can be critical of management if their needs are not met. 
Managers then have the tricky task of managing performance, raising standards and 
gaining commitment from people on whom business results depend. Tey also have to 
act as a ‘shield’ to protect employees from bureaucratic and other barriers to innova-
tion. No wonder that increasing management capacity and capability is considered key 
to building and sustaining high performance. 

HR can help managers understand the new management practices and how to prac-
tise them and communicate them to others. Helping managers to develop coaching skills 
will be worthwhile: 

With productivity being such an important measure of business potential and suc-
cess, employers need to invest in recruiting and training up managers to be a real 
asset to their teams through facilitating, not hindering, productivity. Te diference 
this can make is transformational. 

(ADP 2019) 
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Changing notions of work and jobs 

Digital is transforming the nature of work and job quality. Robotic Process Automation 
(RPA) can take away from employees the mundane and repetitive work, allowing them 
to concentrate on the more value-added work where the human abilities of relationships, 
assessing and interpreting data are crucial. AI and automation can assist job holders to 
quickly access relevant data and standardise time-consuming tasks. At the same time, 
automation may be hollowing out many jobs, or making them redundant. Automa-
tion and ‘thinking machines’ are replacing human tasks and jobs and changing the skills 
that organisations are looking for in their people. Tese momentous changes raise huge 
organisational, talent and HR challenges – at a time when business leaders are already 
wrestling with unprecedented risks, disruption and political and societal upheaval. (PwC 
Workforce of the Future 2017). On a positive note, it is thought that for the foreseeable 
future, technology is more likely to augment work as humans and machines collaborate 
on decision-making. 

Technology is changing our understanding of what constitutes a ‘job’. For Boudreau 
(2018), ‘work’ and ‘a job’ should be considered separately and work should be disaggre-
gated from individual job holders. Work, he argues, is better understood as a series of 
tasks, combining automation with human activity. Jobs can be put together in diferent 
ways and work reinvented, with organisational and power structures and responsibilities 
following suit. So increasingly people are likely to fnd themselves working in networks 
of teams that include both people and machines. Organisational structures will be fatter 
and more adaptable to drive greater agility. 

Technology is also transforming the notion of ‘workplace’. Te extent of home work-
ing and the exponential use of communications networks such as Zoom and Microsof 
Teams, etc. during the pandemic lockdowns has led many pundits to predict that virtual 
working, or hybrid working patterns, will become the norm. Tis in turn will reduce the 
numbers of workers who need to travel to the workplace and could increase the pool of 
potential job candidates exponentially, if geographical location is no longer a key cri-
terion for appointments. Similarly, people with disabilities who previously might have 
found ofce work difcult could become part of the potential labour pool. Sourcing and 
enabling talent to thrive in remote contexts will involve technology and also require deep 
HR and psychological expertise, as some of the downsides of remote working, such as 
mental health challenges, become better understood. 

Demanding work environments 

To be agile, organisations need key staf to be highly engaged, able and willing to give 
of their best, and to continuously develop themselves to keep pace with the human/ 
technology interface. Yet in the dash to adopt new technologies many organisations 
have not considered what other changes may be needed to unlock the potential of new 
technologies and also create a context for human growth. Work environments are 
becoming ever-more demanding with various studies over a decade reporting unreason-
able workloads that result in quality being compromised and a signifcant deterioration 
in worker satisfaction. 

Te challenges for many workers are reported to include the ‘always on’ ‘long hours’ 
culture, harassment, politics, overload through having to deal with too much infor-
mation, burnout, discrimination, bullying, stress and inefectiveness. It’s as if working 
harder, not smarter is expected. Indeed, there is an increasing call for organisations to 



    

 
  

 

 
  

 

THE CHANGING CONTEXT FOR SHRM • 79 

protect their workers from the trap of making sacrifces for the ‘privilege’ of having a 
job. For many workers caught in this trap this means enduring long hours and poor 
treatment in the name of ‘being part of the family’, when as Jafe (2021) points out, ‘work 
won’t love you back’. 

Mental health issues are reported to be on the increase. Deloitte (Volini et al. 2020b) 
describe as the ‘overwhelmed employee’ workers who are unable to escape from work, 
given the widespread use of multiple sources of contact, and the growing perception 
that accessing messages and e-mails at any time, even on holidays, is expected. Many 
employees experience a lack of work–life balance, whereas for others this is a price they 
are prepared to pay for career advancement. While some employees fnd remote working 
liberating, with its ready access to information and the ability to work at times to suit 
themselves, others experience a worsening work–life imbalance when working from 
home. 

Work-related stress not only afects individuals’ health but also productivity. Stress is 
a commonly reported explanation for growing levels of sickness absence in the United 
Kingdom that costs employers £13bn each year with £3.9bn directly attributable to 
mental ill-health (HSE, 2016). Te average employer spends 10% of its annual pay bill 
managing the consequences of absence and there is compelling evidence that higher 
employee absence is correlated both to declining employee commitment and to declin-
ing customer satisfaction with service, and customer intention to spend more with the 
company (Bevan et al. 2007). 

Te unprecedented pressures placed on many parts of the workforce by the ongoing 
demands for improved speed, quality and productivity has given rise to a new ‘stress-
busting’ industry. A whole range of counselling and stress mitigation consultancies has 
sprung up. City workers can now enjoy gym memberships, holistic therapy treatment 
during lunch periods and some frms are hiring specialists in Indian head massage to 
provide relief to employees at their desks. A more systemic approach may be needed to 
address the long hours culture, the unremittingly demanding roles and also to build 
resilience. 

HR can ofer workshops to support managers and workers going through change, 
provide tools to help them support their teams when the pressure is high, teaching them 
how to spot signs of stress and/or manage uncertainty with their teams. HR can provide 
or arrange for counselling to help people deal with stress. Tey can help managers review 
their own and others’ ever-expanding workloads and design work tasks that are mean-
ingful. Tey can co-design fexible working policies that work for both the organisation 
and for individuals without incurring career penalties. 

A new deal? 

As businesses seek fexibility and collaboration as core skills, and seek to retain core staf, 
how should HR and talent strategies respond? HR must be at the forefront of building 
a new psychological contract with employees and should aim for their organisations to 
become employers of choice for employees – current and potential. Like customers, the 
needs and expectations of employees are also changing. Many don’t just want interesting 
work, but the emotional experiences it provides. Many young people are looking less 
for a job or even a career, and more for an experience that will increase their personal 
identity and well-being. For young people, sustainability has become a recruitment issue. 
Companies with strong CSR and diversity policies are generally seen as more attractive 
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to potential candidates than those without. Most also have increasing expectations about 
fexible working – this includes opportunities to work from home and to have hours that 
suit domestic circumstances as well as building the job around ‘me’ rather than the other 
way around. Consequently, in sectors where the employee has the power to choose, em-
ployees can specify when and how they work, and whether the role is permanent or fuid, 
so employers are expected to ofer a lot more fexibility. 

Will a mutually benefcial ‘new deal’ or psychological contract emerge for all workers? 
For individuals in the top of the labour market hourglass it’s an employees’ labour mar-
ket, and the talent strategy challenge will be to attempt to ‘woo’ and retain them through 
development, providing opportunities to explore how society works and get engaged in 
the wider world and more obviously create fulflling and fexible roles. Arguably, for 
these highly skilled workers it is in the interests of employers to forge a new psychological 
contract with employees. Employers who fail to recognise this are more likely to lose the 
talent they need to build competitive advantage. 

Workers in the squeezed middle and the bottom of the hourglass are usually engaged 
on a variety of contractual arrangements such as non-employed ‘freelancers’, contract 
workers, non-standard, temporary, part-time and ‘zero hours’ (CIPD 2013). Few HR 
teams have been used to incorporating this ‘non-employed’ group into the workforce, 
or their people strategy. Studies show that many organisations aren’t providing training, 
appraisal, or even including them in internal communications. Tis comes from an out-
dated mind-set and concept of the ‘organisation’ and who’s in and who’s out. 

Taking such a diferentiated approach also raises issues of fairness, and social and 
organisational justice in how a business treats those at the bottom. Arguably it is in the 
interests of employers to ‘walk’ and the ‘talk’ on values with respect to these groups since 
these matter to the highly skilled Gen Ys at the top and becomes part of their calculation 
as to whether you’re an attractive place to work, or not. So if you are aspiring to retain 
your key talent, taking a crude transactional approach to the pay and conditions of those 
at the bottom can scupper your talent strategy for those at the top. 

In a full employment market, employees have more choice about who they work for, 
and employees everywhere are challenging their organisations to uphold fairness and 
respect for all in the workplace. To maintain and improve trust among the workforce HR 
must ensure there is regular and honest communication and a culture that encourages 
behaviour in line with corporate values and holds senior leaders to account as much as 
people on the shop foor. Tis means employers listening to what workers want too and 
tackling some of the big issues that matter to people. 

Refective activity 

• If which areas should HR best focus to build organisational capability and 
adaptability? 

• To what extent is a ‘new deal’ needed? What are the implications of having diferent 
‘deals’? 

LOOKING TO THE FUTURE 

So if organisational change is here to stay, it becomes the norm. Terefore creating 
agile, productive, empowered and dynamic organisations characterised by continuous 
improvement, learning and innovation makes sense. For transformative innovation, 
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nothing short of culture change may be required (Leicester 2016). Te strategic HRM 
contribution is essential in helping organisations become more agile, capable of change 
and high performance (Beer 2009). Tis means HR embracing the role of change agent, 
working closely with other change leaders as part of an integrated team to implement 
new structures and more agile ways of working without demotivating and losing staf. 
Building a responsive, agile twenty-frst-century workforce is not just about the skills of 
the workforce; it’s about improving the employee experience. 

HR has a potentially major role to play in efectively managing restructuring processes, 
ensuring structures, systems, processes and, most importantly, people have sufcient 
fexibility to allow them to adapt. As change agent, HR needs a vision of the future, and 
a mindset that views change as opportunity rather than threat. Any and every aspect of 
change should be used as to build a more ‘change-able’ and agile culture where people 
are empowered and enabled to do a good job. Improving staf communications, devel-
oping a culture of participation and empowerment and building constructive employee 
relations become urgent priorities. HR must ensure fairness by implementing inclusive 
voice mechanisms and efective well-being and diversity policies. 

HR professionals should keep a fnger on the pulse of the workforce, monitoring the 
efects of change from the employee angle and anticipating some of the priorities that 
will need to be addressed if organisations are to attract and retain a knowledgeable and 
committed workforce. Managers may need help in managing complex change and un-
derstanding how to adapt both the formal and informal aspects of organisation in a 
rapidly shifing environment. Afer all, people ‘cannot adapt to changes they cannot see’ 
(Joiner 2019: 143). 

In later chapters we shall explore how HR can become an agile role model, applying 
agility to its own work practices, demonstrating visible leadership and new values, an-
ticipating and acting on key areas for improvement, especially with respect to employee 
engagement. As agile role model, HR should follow through on employee surveys, ad-
dressing the most frustrating ‘pain’ points. HR should ensure HR processes and systems 
are simple, ft-for-purpose and enable people in the organisation, and the HR team, to 
move faster, for instance using relevant, comparable people data for greater transpar-
ency, open discussions, intelligent risk taking and data-driven decision-making, so that 
hiring, training communications and performance management can be done at pace to 
match the new organisational model. 

CONCLUSION 

We have discussed some of the major context changes afecting organisations of all types 
and the growing need for organisational agility. Te burgeoning of customer demands, 
availability of new products and service, increasing competition and the need for speed, 
innovative solutions and cost reduction mean that change has become the norm in or-
ganisations of every kind. Even though the robot revolution may not have fully arrived 
yet, many traditional full-time jobs may soon become a thing of the past. Rapid adapta-
tion to the changing context and new labour market is possible but this requires creating 
a strong, unique workplace culture that puts people at its centre. 

As we shall discuss in the next and later chapters, HR’s agenda becomes ever more 
strategic and vital to future success. HR must lead on ensuring that the future of the 
workplace is human by balancing people and costs, transforming the organisation to en-
sure it meets its full potential and has the right people in the right place at the right time, 
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including the right forms of leadership capable of enabling and empowering employees 
and the right kinds of growth and development opportunities. So HR must lead on help-
ing the organisation develop more agile ways of working and also transform its own 
service delivery accordingly. Above all, concerted efort is needed by all stakeholders to 
ensure that workplace practice is fair and ethical. 

Te challenges organisations face in making this transition are signifcant, but those 
who act with determination on the trends they see happening today will be better posi-
tioned to develop a future workforce that can thrive in the Fourth Industrial Revolution. 
Afer all, the stakes are high: 

Tese transformations, if managed wisely, could lead to a new age of good work, 
good jobs and improved quality of life for all, but if managed poorly, pose the risk of 
widening skills gaps, greater inequality and broader polarization. In many ways, the 
time to shape the future of work is now. 

(WEF 2018) 
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4 
A strategic agenda for HR 

Te context of a business setting captures the “why” of HR transformation. Tis means 
linking HR eforts directly to the business strategy and to the environmental factors that 
frame the strategy. 

(Ulrich and Allen 2009) 
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As we have discussed, business and the world of work are being shaped by the rapid 
adoption of new technologies, which are challenging conventional business models and 
placing customer experience at the heart of business eforts to survive and thrive. Eco-
nomic and societal upheavals add to the disruptive context mix. Alongside these exist-
ing trends, the coronavirus pandemic crisis has seemingly catapulted us into a new era, 
shining a spotlight on many potential changes in store for business, ways of working and 
for society as a whole. In the Digital Age, successful organisations are customer-centric 
and must be designed for speed, agility and adaptability to enable them to innovate and 
compete efectively. 

CHAPTER OVERVIEW 

In this chapter, we shall consider how HR’s strategic agenda might respond to the con-
text trends and help organisations achieve sustainable success in such a fast-changing 
environment by: 

• Adding strategic value 
• Ensuring availability of competent human capital 
• Building and maintaining key organisational capabilities 
• Shaping an agile, high-performance culture 

In the next chapter, we shall consider how HR might organise to deliver this agenda, but 
in this chapter, we explore ways in which HR can create a bigger win for the organisation 
by driving through a longer-term agenda underpinned by agility and customer-centricity. 

LEARNING OBJECTIVES 

• To consider some of the implications of context trends for HR strategy 
• To explore some of the key areas where HR can add strategic value 

INTRODUCTION: ADDING STRATEGIC VALUE 

HR exists to deliver value to key stakeholders, including investors and customers in par-
ticular, according to Ulrich et al. (2017). For Ulrich, the answer to the questions ‘what’s 
the purpose of HR’? or ‘what’s the most important thing HR can give an employee?’ 
should still always be ‘a company that wins in the marketplace’. 

Conventionally this is achieved by a tight ‘ft’ between business strategy and HR strat-
egy, but today alignment also involves taking context into account. In HR’s latest stage 
of evolution, Ulrich argues, HR must shif focus away from mainly inside the organisa-
tion (to business leader stakeholders) to align its work with changes in external business 
contexts and also address the needs of stakeholders, especially customers and investors. 
‘HR from the outside-in’ requires understanding how value is created for customers 
and investors and how HR can contribute to this agenda. Tis means taking account 
of key current and future trends, understanding what is going to drive business results, 
identifying and addressing the key people and culture issues which will afect their or-
ganisation’s success beyond the short-term and building specifc goals with stakeholders 
towards these. It’s about creating innovative and aligned HR practices that will increase 
organisational capability. 



      

 

 
 
 
 
 
 

88 • THE NEED FOR STRATEGIC HUMAN RESOURCES 

Similarly, Lawler and Boudreau (2015) argue that to operate ‘outside-in’ HR must span 
the boundaries between the function, the organisation as a whole, and the dynamic en-
vironment within which it operates. Tis requires external sensing capability, with HR 
actively engaging with customers, looking at market opportunities, the business and its 
products and services, from the perspectives of customers and investors, and working out 
what needs to change/improve to better meet changing customer needs. For investors and 
executives, it seems the main diferentiator for business success is talent – over 80% of HBR 
articles are about people. Ulrich now argues that it is not just the workforce that drives 
business results, but the workplace; not just the people but the process – organisational sys-
tems and culture – that create a great place to work and help it succeed in the marketplace. 

Following or leading? 

What HR can actually deliver and how much strategic value can be added may depend 
on where HR sits on an adapted Wyatt-Haines (2007) functional value ladder as follows. 

Following 

Tis is the frst and lowest level, where HR follows the business and reacts to its needs, but 
is capable of delivering consistently and reliably, as well as managing costs, efectiveness 
and efciency of HR systems. Regrettably, some HR functions fail to deliver even at this 
basic level. When responses are late or inconsistent, and practitioners fnd themselves 
leaping from one crisis to another, such HR functions are perceived as inefective. 

Enabling 

With better organisation and delivery standards, and a deeper understanding of the 
business strategy, the HR function is able to facilitate business units in delivering cur-
rent business priorities. For instance, globalisation is driving the need for efective and 
efcient cross-cultural collaboration. HR can play a signifcant role in ensuring that em-
ployees working in such complex alliances have the skills they need for success, includ-
ing infuencing, political and strategic thinking skills. 

Leading 

‘Leading’ requires the ability to both ‘enable’ and ‘follow’ business needs but goes beyond 
this to proactively create value. Tis means HR must look ahead at industry trends and 
predict likely needs, resource priorities and strategic issues that could afect the busi-
ness and target HR delivery to maximise the performance of the business (Wyatt-Haines 
2007). For instance, in companies with a global strategy, with broader spans of control 
and global teams, HR must analyse the implications of global business models and align 
its people systems and structures to fulfl the strategy, keeping pace with the realities of 
a global customer base and looking at innovative ways to deliver service while reducing 
costs. Tis will involve building a global identity and a communication strategy under-
pinned by values and ethics; it will require cultural awareness, sensitivity to partners’ 
concerns and regional issues and regulations. So while HR can add some value through 
following and enabling, a more strategic and impactful contribution requires leadership. 

Te typical business decision taken at senior level focuses on projected costs, risks and 
revenues, and the people implications tend to be an aferthought. Any really strategic HR 
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director recognises that alignment with business strategy is not about simply obeying 
bottom-line imperatives, such as designing the most cost-efective structure, or inte-
grating cultures as fast as possible following a merger but is also about looking ahead, 
building an organisation that people want to work in, give of their best to, and pro-
duce the enhanced revenues that so frequently do not materialise when change processes 
are badly handled. Tese diferent goals may be in tension and the HR director’s role 
will inevitably be challenging to some extent. Te efective HR leader is in there when 
the business decisions are taken, infuencing and shaping thinking with reasoned and 
data-based arguments so that the people implications become integral to the business 
decision-making process. 

Te whole HR team, regardless of their roles and responsibilities, need to see how 
what they are doing contributes to the whole. Te focus should be on what Ulrich terms 
the ‘deliverables’ or strategic outcomes, rather than just the ‘do-ables’ or tasks. Together, 
the vision and short-term needs should drive decisions about how HR should be struc-
tured, about the calibre and experience needed in the team, and the implications for line 
managers of any shif in HR roles. Te short-term agenda should be prioritised, costed 
and delivered in a way that transfers skills to line managers. 

Relationships 

Any HR leader will set great store by developing a wide range of working relationships 
across the business, especially with key decision-makers and staf representatives. Tese 
relationships, and those developed by the HR team, will form the basis of business part-
nerships and will be key to preventing time being wasted on back-biting and political 
games. 

Te ‘leading’ HR team itself will be modelling agile, high performance work practices, 
especially learning from each other and developing expertise in key specialist areas such 
as mergers and acquisitions, organisation design, employee relations, analytics and so 
on. Te team will import and export staf members with other functional and business 
backgrounds so that HR’s language and modes of delivery are seen as integral to the way 
the business operates at its best, rather than ivory tower. 

Since very few of the issues that HR need to engage with are likely to be one-dimensional 
or HR’s sole responsibility – such as CSR, health and safety, employee communication, 
diversity, ethics, innovation, supply chain, productivity – Ulrich and Yeung (2019) sug-
gest that HR should create multi-functional teams and work in partnership with other 
functional specialists such as IT and Finance. Indeed, HR functions aiming to deliver 
innovation value in the digital context should work with digital experts to encourage a 
culture of digital competence and gain a clear understanding of how and when digital 
can enhance human potential. 

DELIVERING STRATEGIC OUTCOMES 

In a changing context the strategic HRM focus should be on delivering the HR out-
comes, which improve the probability of achieving the business strategy, for instance: 

• Ensuring availability of competent human capital 
• Building and maintaining key organisational capabilities 
• Shaping a high-performance, agile culture and 
• Managing risk. 
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What do CEOs want? 

As key stakeholders, CEOs typically want HR to deliver a high-performance agile culture, 
fexible management of teams and transparent availability of information – all facets of or-
ganisational agility. HR has two important roles to play in agile transformation. One is to 
transform the function’s own operating models and itself adopt agile ways of working. Tis 
is the focus of the next chapter. HR’s second key role is supporting and enabling organ-
isations moving through digital transformation, delivering much needed talent and new 
ways of working that enable adaptability, innovation, collaboration and speed. Deloitte’s 
‘Agile Model of HR’ (Mazor et al. 2015) states that human resources’ job is not just to im-
plement controls and standards and drive execution, but rather to facilitate and improve 
organisational agility. McKinsey research (Aghina et al. 2020) identifed three main out-
comes of agile transformations: improved customer satisfaction, employee engagement, 
and operational performance which make up what they call the ‘agile impact engine’. 

Vision of a high performing organisation 

How does HR achieve these outcomes? Tis is where a clear, shared vision about how 
the organisation can be built over time to achieve agility and sustainable high perfor-
mance can be helpful. Ever since Peters and Waterman (1982) published their work on 
‘excellence’, many high-performance organisation frameworks have been developed and 
described in the literature. Tese all ofer a ‘best practice’ perspective. A typical vision of 
a high performing organisation is one that attracts and retains the best people, is a great 
place to work and has high commitment work practices and strong corporate values 
which people are attuned to. Such an organisation has excellent leadership and a culture 
supportive of innovation, fexibility, knowledge-creation and sharing, where people are 
involved and able to work well across and beyond organisational boundaries. 

Tis vision defnes some of the key areas of longer-term focus, while the short-term im-
mediate priorities should be fltered and delivered with the vision in mind. It’s crucial to get 
the operational fundamentals right, since credibility will be based on high quality short-
term delivery. Ulrich argues that HR should focus on achieving organisational outcomes 
in three generic areas of capability – Talent, Leadership and Organisation – that enable 
strategy to happen, that ensure customer share over time and increase investor confdence. 
By taking responsibility for the creation of the strategic capabilities – whether human or 
technological – that an organisation requires to win in the marketplace, HR demonstrates 
value since these provide intangibles such as innovation for investors (Scott-Jackson and 
Mayo 2016; Ulrich et al. 2017). In a merger scenario, for instance, how the change pro-
cess is handled fundamentally afects the strategic potential of the new organisation. Te 
emerging culture can become win-lose and undermine the whole point of the merger since 
people do not warm to cultural integration initiatives months afer the event. 

Whichever outcomes HR strategy sets out to achieve, agility should be a ‘red thread’ 
running through them. Focusing on outcomes that help organisations become more ag-
ile, enabling them to faster serve the market and seize opportunities, shows the added 
value of HR to the business. And by engaging proactively and leveraging technology HR 
can reimagine the organisation, create the conditions for expanded levels of creativity, 
exploration and problem-solving (Dignan 2019). 

Encouragingly, the rapid response shown by many management teams and HR pro-
fessionals to the challenges presented by the 2020–2021 pandemic suggests that, in the 
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face of extreme pressure, organisations and HR teams can act with agility. Also, that 
people are front and centre of business recovery. 

TALENT AND TALENT MANAGEMENT 

As we discussed in Chapter 3, the experience economy is one of the more active trends 
deriving from the digital economy which is shaping personal lifestyles and being woven 
into architecture choices and organisation processes. Customer-centricity is key to busi-
ness success in the digital age but how can HR impact on customer needs? Arguably 
by an intense focus on talent. Talent drives business results because the skilful deploy-
ment and performance of talented and engaged employees is widely recognised as key 
to achieving customer satisfaction and gaining and sustaining competitive advantage 
(Porter 1985). Similarly, Ulrich’s Leadership Capital Index (2015), indicates that quality 
of leadership may afect 25% to 30% of a frm’s market value. 

Employee experience 

Customers expect personalised products and services. So too do employees. In any ‘war 
for talent’, prospective employees are key stakeholders, and the ‘digital native’ genera-
tion of young people have their own demands and expectations that are making their 
way onto HR’s agenda. In today’s digital world, where technology plays an increasingly 
important role in the day-to-day lives of employees and smartphone use is ubiquitous, 
today’s ‘mobile native’ workforce expects their employer to provide them with the same 
level of technology as they use in their personal lives as consumers. Organisations are be-
ing forced to rethink the way they work, recruit and communicate with their workforce 
to enable a better ‘customer’ experience for current and potential employees who want 
HR tools to be as intuitive and mobile as consumer apps. 

Ensuring availability of competent human capital 

Global trends suggest that competition for scarce talent is going to increase. As the 
digital revolution fundamentally transforms the ways we work, for workers there is a 
seemingly constant fow of new capabilities to acquire. Today, chief executives expect 
their strategic HR business partners to help them understand what must be done with 
regard to attracting and upskilling people to ensure the business strategies can be suc-
cessfully implemented. HR can help their organisation secure the best available talent 
in a candidate-driven market, for instance by developing an attractive employer brand 
ft for the digital age that distinguishes the company from its competitors and makes it 
harder for other organisations to compete. 

NB Since the 1998 publication of McKinsey’s ‘War for Talent’ study, many managers 
have considered talent management to be synonymous with human capital management. 

Expanding scope of talent management 

Conventional work and talent models tend to be company focused, one-size-fts-all, 
rules-based, internally consistent and bureaucratic. In the past, early talent oferings 
were ofen transactional, antiquated and uninspiring. Having a joined-up approach was 
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difcult since many HR functions were quite siloed and disconnected, for example with 
specialists in talent acquisition not talking much with the chief learning ofcer about the 
links between talent and learning organisation practices. Success was typically measured 
in terms of getting ROI, e.g., from training investment and the integration of HR strategy 
with business planning processes, as one HR director describes here: 

We have integrated our talent management processes with the business planning 
process. As each major business area discusses and sets their three-year business 
goals, they will also be setting their three-year human capital goals and embedding 
those human capital goals within their business plan. Achievement of these goals 
will be tracked through our management processes. 

Te scope of talent management has gradually expanded over the last two decades to 
include such processes as: 

• Workforce/talent planning 
• Recruitment and onboarding 
• High potential development 
• Succession planning 
• Leadership development 
• Motivation and Retention 
• Career pathing and development 

Today, in order to source and retain the workforce needed for success and to use HR ac-
tivities such as workforce planning, and so on, to best efect, systemic, rather than siloed, 
thinking is needed. As an Accenture report (2017) highlights, taking a one-dimensional 
approach is unlikely to pay of: Whilst many have made recent investments in workforce 
reform, change is needed to develop a workforce that is sufciently fexible, specialised and 
self-renewing to be properly responsive to changing stakeholder expectations. 

As businesses adopt new work models and agile practices, such as rapid prototyping, 
iterative feedback, team-based decisions, and task-centred ‘sprints’, which are better suited 
for adapting in the short term, they are looking for more agile talent practices that can en-
sure a good supply of the right kinds of talent, available when they need them. Tey want 
an Agile HR function that becomes a fuid broker of people, able to secure the people with 
the right skills for the organisation at the right time and on the right employment contract. 
To be credible, HR must act as role models of agility and agile values and work with top 
management to ensure sign up and clarity about purpose, fairness and ambition. 

Te talent broker role is very challenging given that, in their search for fexibility, many 
organisations have adopted more fragmented employment models comprising variations 
on the use of contract workers alongside employees who ofen have little job security. As 
more individual tasks become automatable through AI and sophisticated algorithms, jobs 
are being redefned and re‐categorised. A PwC (2018) study reports that a third of people 
worldwide are now worried about losing their job to automation. And this risk is real in 
many cases. For people lacking ability to add value in new ways, obsolescence beckons 
unless they can upskill (Manyika et al. 2017; Pew Research Center 2017): Should HR be 
leading the argument for investing in people, reskilling them for more value-adding roles? 
Building and maintaining trust with employees and wider society is essential for corporate 
reputation, especially when it comes to the use of automation and job losses. 
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Tere is also an ethical dimension to this – how to use technologies to get a better grip 
on productivity without electronic surveillance that covertly controls workers; how to 
deploy technologies without infringing employees’ privacy and breaching compliance 
rules and regulations such as GDPR, especially in a remote working situation? Trust is at 
the heart of productivity. Showing faith in employees and transitioning to output-based 
metrics helps establish rules that avoid micro-management, such as demanding more 
frequent check-ins, and also demonstrates respect for boundaries so that people can have 
work-life balance. 

As companies seek their employees’ commitment, company values and fairness in-
creasingly matter, and HR must lead the charge on rebuilding trust. Trust is the bedrock 
of a healthy employment relationship between employer and employee, where a ‘win’ 
for the organisation should be matched by a ‘win’ for the employee. Being clear about 
accountabilities – who will do what when – is more important than ever. 

A humanising infuence 

In an increasingly virtual digital work world, HR should be a humanising infuence, 
acting to personalise service and connect people to one another. For instance, HR can 
promote remote working rituals such as end-of-day ‘stand downs’ that both track pro-
gress and alignment and allow some social interaction. Tey can encourage community 
collaboration through hackathons and social get-togethers via virtual cofee meetings. 
Similarly, HR must provide a strong voice externally and internally on embedding com-
pany values within a multigenerational and diverse workforce. 

Arguably, the primary benefciaries of an HR strategy are the employees themselves, 
in terms of what they have, feel and do. With digital and other forms of talent in short 
supply, talent strategies must adjust to meet the changing needs of the workforce. So 
rather than applying a solely top-down planning approach, now it’s more about achiev-
ing employee outcomes and enhancing the employee experience. To bring this new lens 
to talent management requires a mindset of agile learning on the part of HR, company 
leaders and workers. 

Since today’s workforce is more diverse than ever before, workforce strategies must be 
designed to meet diferent needs and expectations. Accenture (2017) argues that for real 
agility, human-centric workforce strategies are needed: 

Te key to workforce agility lies in a strategy that puts people frst, enabled by tech-
nology. With an eye on business outcomes, leaders will develop talent strategies that 
liberate human potential and help shape an agile workforce – one able to confdently 
face the challenges ahead. 

Yet Accenture concludes that, despite the scale of change, relatively few organisations so 
far appear to have formulated comprehensive workforce strategies for the Fourth Indus-
trial Revolution. 

De Waal’s High Performance Organisation (HPO) framework (2018) suggests that 
Employee Quality is a key factor in high performance. HPOs deliberately improve em-
ployee quality by continuously working on the development of the workforce, training 
them to be fexible, resilient and creative. HPOs inspire people to improve their skills for 
extraordinary accomplishment, making them responsible for their performance at the 
same time. Tis suggests that HR must proactively facilitate rapid learning, embrace the 
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dynamic career demands of their people and also redesign their talent practices to help 
employees to own their own development. Te result of talent planning should be that 
organisations have the talent they need to succeed, and that employees feel their needs 
and aspirations have been heard and taken into account. 

A win-win psychological contract 

Since behaviour is induced, not compelled, this means that the employment relation-
ship underpinning conventional talent strategies must shif too. Coyle-Shapiro and 
colleagues (2019) argue that the implications for employment relations of globalisation, 
organisational restructuring and downsizing have led to renewed interest in the concept 
of psychological contract. Tis has become a framework for understanding the shifing 
exchange relationship between employers and employees. Tis can be examined at the 
individual level – discretionary efort etc; organisational level – the diferent HR micro-
practices (like attracting, recruiting, rewarding, training, developing and appraisal) and 
topics like diversity, fexibility, work systems etc; and societal level – industrial relations, 
employee relationships, future of work and so on. 

In contrast to the old relational ‘psychological contract’ of mutual commitment and 
paternalistic career processes, based on managerialist approaches to people management, 
a new psychological contract is emerging that tends to be more transactional and less 
long-term in focus (Sonnenberg et al. 2011). Employees expect an adult-adult and more 
value-laden, ethical and fair relationship with their employers, and at the same time they 
want to be involved in decisions that afect them and supported during change. Essentially, 
this means co-creating a new partnership with employees, aiming for a win–win relation-
ship, a product of which is employee engagement (Holbeche and Matthews 2012). 

For a win–win employment relationship, employers should listen to what workers 
want too. Today’s workforce is more tech-driven than its forebears and expects greater 
choice about when, where and how they work and control over their physical space. Te 
idea that employees can have choice should be embedded in the culture, even something 
as simple as having the ability to change the temperature in an ofce space can help 
people feel appreciated, engaged and happy in their day-to-day work. Tis also means 
tackling some of the big issues that matter to people: 

• How can we build workplaces where diversity is celebrated and ensure good work 
practices for all, with fair pay and opportunities for progression and an organisa-
tional culture where people are free to be themselves? 

• How can we address the growing demand to address some of the more damaging 
aspects of contemporary work-life – the long hours, work intensifcation, pressure 
and ‘always on’ elements which are reported to be contributing to growing mental 
health issues in the workplace? 

• How do we prepare people for fexible careers of the future as part of an agile work-
force? Since career impatience is a driving factor, does the organisation have lateral 
or cross-functional moves available, or could employees even move into a new role 
with less responsibility to learn a new area, without risking future promotion op-
portunities within the organisation? 

• How can HR develop engaging managers and values-based leaders? Are there op-
portunities to increase employee voice by actively involving people in change? How 
can we build a strong focus on employee well-being? 
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Agile HR should create employee experiences that add value at every stage of the em-
ployee life cycle, for instance by developing authentic employer brands that attract can-
didates, enabling employees to experience work–life balance and well-being and advance 
their career while also addressing organisational needs for fexibility. As demand from 
employees grows for greater fexibility, will demand for fexible working continue and 
become an essential part of a mutually benefcial ‘new deal’? By ofering employees work/ 
life programmes that they actually want – with fexible hours and more benefts, such as 
on-site wellness programmes, aerobics and yoga classes, and educational advancement 
opportunities – HR can help organisations achieve reduced turnover, more highly moti-
vated employees and improved productivity. 

Enabling remote working and virtual management 

Technology and telecommuting enable employees to work across geographies in virtual 
teams on a variety of tasks. During global lockdowns due to the coronavirus crisis, many 
workers and managers found working from home to be efective. Te United Kingdom 
research by ADP (2019) suggests that the idea of a four-day week is becoming popular, 
especially for those workers in the top part of the labour market hourglass. However, 
telecommuting does not suit everyone, and for some people, the constant focus required 
in meetings conducted via Zoom and Slack etc is exhausting. HR should therefore re-
view how well they currently manage their fexible workforce and identify new ways to 
increase mutual commitment and benefts. 

Looking ahead to more hybrid ways of working, recruiters and employment specialists 
should work with managers to identify specifc positions and staf best suited for telecom-
muting. HR practitioners must address the health and safety, legal and tax ramifcations 
connected with telecommuting work arrangements, as well as put in place resources to 
deal with the ergonomics, mental health and provision of equipment issues. 

Grant Tornton’s HR team created a trusted platform ‘Where’s your head at?’ for shar-
ing resources and information about mental illness. Mental health training is at the heart 
of the site. Using the company intranet, employees can open discussions and share their 
own stories of mental illness – eforts that should help to counter the many stigmas at-
tached to mental health. Te frst week alone drew more than 7,500 views. Te CEO, a 
very supportive advocate of mental health, personally replied to some submissions. It has 
made the business feel like more of a community (People Management, Sept 2016). 

Enabling employees to feel connected to the organisation remotely goes beyond lev-
eraging tech resources. Developing protocols around virtual check-ins, such as weekly 
‘stand ups’ helps people keep in touch with developments in the team. Communication 
platforms that go beyond email can help ensure that all employees, regardless of func-
tion, level or location, feel included. Providing high quality online training and develop-
ment modules such as robust virtual onboarding programmes, and training managers in 
remote coaching, can equip people with the tools they need to succeed. 

Careers 

Retention of talent is a key outcome of any HR strategy. Gallup’s State of the Global Work-
place report (2021) suggests that the primary reason people leave their jobs is for career 
growth opportunities. Afer all, with the prospect of longer working lives, people will 
naturally think more strategically about their jobs. Similarly, Glassdoor research suggests 
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that articulating a prosperous career path and maintaining a positive culture appear to 
be important ways to ensure worker satisfaction. More personalised approaches to de-
velopment, training, recognition and rewards need to co-exist alongside the collective – 
being able to balance both will be a key measure of efective HR approaches. 

Employee engagement 

Employee engagement and retention are a primary focus for agile HR and L&D teams. 
Every organisation needs employees who not only possess the skills and knowledge re-
quired for the job but are also motivated and committed to using those skills on behalf of 
the employer. Yet employee ‘engagement’ has become a major challenge for HR teams in 
every sector because the changing work environment has resulted in a loosening of the 
conventional emotional ties by which employees remained attached to their employer. 
According to Gallup’s State of the Global Workplace report (2021), only 15% of employ-
ees are engaged. 

‘Engagement’ describes an employee’s emotional attachment to and/or identifcation 
with the organisation and is what most employers would like to see in their workforce. 
Some argue that engagement refects an individual’s intrinsic motivation, and that work 
itself, access to resources and the success of the organisation are important motivators. 
Others argue that it is very easy to demotivate otherwise productively motivated staf by 
managing them poorly. So HR needs to consider which factors may increase the poten-
tial for increased engagement, especially of key groups, and also must act on areas that 
undermine engagement. 

How employee engagement is achieved remains a source of much debate, though there 
is some consensus on the categories of ability, motivation and opportunity that make up 
commitment-type HR strategies, as we shall discuss in Chapter 9. Other people, espe-
cially senior leadership, line managers and co-workers directly impact on engagement. 
Opportunities for learning, career growth and recognition, quality of work/life balance, 
the physical work environment and safety are typical important factors, as are fair pay 
and benefts. 

However, which specifc practices should be assessed within each category is less clear 
since each organisation tailors its people strategy to its own needs. For instance, in a 
business with a clear people-centred value chain, such as the UK’s National Health Ser-
vice, it is recognised that 

High-quality, patient-centred care depends on …managing staf well, allowing staf 
to exercise control over their work, listening to what they have to say, involving them 
in decisions, training and developing them and paying attention to the physical and 
emotional consequences of caring for patients.

 (Dr Jocelyn Cornwell, Chair of the advisory group; Director, Te Point of Care 
Foundation 2014) 

Tere are strong correlations in the literature between how much an employee personally 
identifes with the organisation and wants to see it succeed and a commitment-based 
HR strategy. Commitment-based HR strategies are assumed to have a positive efect 
on employee satisfaction and organisational commitment; they generally produce bet-
ter performance on core tasks, with more people going beyond the call of duty, greater 
willingness to share knowledge and generally lower turnover rates (Sun et al. 2007). 
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Nowadays, Ulrich places some emphasis on HR’s role in employee advocacy, safeguard-
ing employee well-being and enabling people to have meaningful working lives. How-
ever, critics argue that a commitment HR strategy can also be used to exploit workers 
by making them (willingly) work harder, yet without genuine commitment from their 
employer in return (Francis et al. 2011). 

Purpose 

Feeling emotionally aligned to the organisation’s purpose and values makes it more 
likely that people will ‘go the extra mile’. Research by Richard Boyatzis (in McKinsey 
2020) suggests how, especially in fast-changing times, a shared vision or shared sense 
of purpose is the strongest predictor of organisational-leadership efectiveness, engage-
ment, organisational citizenship and even product innovation. 

Tat’s because people get into that physiological and neurological state where they 
are more open to ideas, more connected, and more engaged when the sense of pur-
pose, not the goals, is clear and when people know that you care about each other. 

Edmondson (in McKinsey 2020) agrees that purpose and vision are critical to-
day, but only to the extent that both are recognised as updatable, and ref lective of 
a continuous learning process. She points out that what makes management-by-
wandering-around so successful is the ability to make a genuine link between a per-
son’s task or job and a larger overarching purpose. That link, which might not be 
immediately obvious, can become very clear if leaders help people look for, and then 
make, those connections, and if these are genuine. And now, with tools like Zoom, 
communications have become more explicit and structured; so leaders must ask di-
rect questions about what’s working and what isn’t and engage in thoughtful discus-
sions on how – in a rapidly evolving context – implementing the vision is shifting 
accordingly. ‘Although not as spontaneous as walking around, these Zoom chats, when 
kept to relatively small sizes, can still develop the connective tissue linking actions to a 
shared vision for the future’. 

‘Voice’ is another signifcant element in many engagement defnitions – the chance 
for employees to be consulted and have a say about what happens at work. Te specifc 
practices of direct participation in decision-making, challenging jobs and extensive and 
open access to information are associated with both work and life satisfaction. Tese are 
also key ingredients of organisational agility which favours fat structures that enable 
people to contribute their ideas. 

Edmondson (in McKinsey 2020) argues that if people are to speak up with work-
relevant content, they need to feel psychologically safe, with an absence of interpersonal 
fear. Ironically, for many people during the pandemic, the explicitness of the physical 
lack of safety has been experienced as a shared fear, which has allowed leaders and work-
ers to be more open and better able to voice their thoughts and concerns with colleagues. 
Tis collective fear thus becomes a potential driver of collaboration and innovation, 
further contributing to an open environment for producing and sharing ideas that un-
der normal conditions may have remained unshared. Beyond crisis situations, HR must 
strive to create the context for psychological safety and employee engagement by working 
with leadership, line managers and trade unions to create policies and encourage inclu-
sive communication practices that build efective employee relations. 
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So at a time of radical transformations like this, when there are choices to be made 
about how ‘human’ they want their organisations to be, employers, in particular HR, 
must stand up and argue that genuine commitment-type strategies are preferable. 

Integrating a contingent workforce 

Te scope of HR strategies must take account of the changing nature of the workforce. It is 
predicted that location and time-based employment will be increasingly eroded and per-
manent, full-time jobs will dwindle. Contingent workers are noncompany employees who 
work in jobs structured to last a specifed period of time. Today organisations use a vari-
ety of contractual arrangements to secure the human resource they require. For instance, 
non-employed ‘freelancers’ & contract workers make up 11% of the Singapore resident 
workforce (HRM, Asia 2017). In the United Kingdom, 40% of jobs are non-standard; tem-
porary, self-employed, part-time (CIPD 2013). Most contingent workers hold from one to 
two assignments within a six-month period, although assignments can last as long as fve 
years. Contingent assignments are available in virtually every feld and profession. 

Te challenge for some HR functions is that they have not been used to incorporating 
this ‘non-employed’ group into the workforce, or their people strategy. Companies have 
traditionally kept contract workers or part-time workers on the fringes of their organi-
sation. Studies show that many organisations do not provide training, appraisal, or even 
include them in internal communications. 

Given that such workers increasingly make core contributions, and as work arrange-
ments become ever more fragmented, there is a need to rapidly update mind-sets and con-
cepts of the ‘organisation’ and who’s in and who’s out. HR specialists dealing with legal 
issues, employment, reward, benefts, employee relations and employee services should 
award proper contingent worker status in accordance with, or ahead of, employment legis-
lation and ensure the fair and productive integration of contingent workers into the organ-
isation’s workforce. Tere needs to be a consistent employee experience for all. 

LEADERSHIP 

If there is one priority that CEOs and HR leaders agree on, it is the ongoing need for the 
best people and the best leaders. Leadership, Ulrich argues, accounts for between 30 and 
40% of what investors look for in a company. Dysfunctional leadership teams act as brakes 
on organisational agility and efectiveness. Te ‘turn-of’ factor of inappropriate man-
agement styles is a major risk factor for organisations since it is a major reason for people 
wishing to leave their organisations. Neubauer et al. (2017) found that one of the main 
blockers of agility is leaders not embracing new ways of working (35%), leaving people feel-
ing unempowered. Tat is perhaps not so surprising given that, many management-driven 
strategies appear built around cost-saving and compliance rather than commitment or 
innovation. Senge et al. (1999) argue that this is sub-optimal since deep changes – in how 
people think, what they believe, how they see the world – are difcult, if not impossible, 
to achieve through compliance. Once we know our purpose and direction and perfor-
mance requirement, to translate ‘strategic intention’ into ‘reality’(performance output), 
the challenge is to mobilise people, which is hard to do if people are required to simply 
obey company edicts, or if people expect to be replaced by machines. 

In an agile organisation, the task of senior leaders becomes creating a broad sense 
of direction and empowering the organisation to make the changes required. To build 
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organisational resilience, senior leadership must more actively anticipate competitive 
changes and move from reacting to proacting. Tis means ‘getting on the balcony’ (Heif-
etz and Laurie 1997), anticipating change, moving from reacting to proacting and pro-
viding sponsorship of initiatives. Leaders need to lead from the front by setting the tone, 
role modelling the ability to cope with ambiguity and change themselves and living the 
values. Transformational leadership, as exercised by senior management, will be a key 
ingredient in leading people through change, engaging employees and harnessing their 
initiative to achieve innovative solutions to business problems. 

Leadership is vital to establishing learning environments where innovation can four-
ish and people can better connect and decide to work, learn and change together (Ed-
mondson 2018). For this, people need to believe that they, and their team, are ‘safe’ to 
experiment without fear of blame. If there is defensive siloed thinking, innovation and 
agility are undermined. Leading organisations in a Workday (2020) study have a culture 
and climate where learning from failure is well-established so people can try things out, 
take risks and embrace a more agile way of working. 

Senior leaders can create a climate of ‘psychological safety’ by encouraging people to 
exchange ideas and demonstrating respect, sharing their own challenges and fallibili-
ties, and taking the long-term view, tolerating failure in the spirit of learning (De Smet 
2020; Edmondson 2020). Tus they reduce the ‘fght or fight’ response so typical of when 
people feel at risk. HR’s task is to develop emotionally intelligent leaders who can create 
that psychological safety so that employees can experience the autonomy, mastery and 
purpose that make work fulflling (Boyatsis, 2020; Pink 2018). 

Leadership at all levels 

Refecting the move to agility and worker empowerment, many organisations are 
fattening structures and adopting results-based work models underpinned by worker 
autonomy. Te trend is away from classic authoritarian leadership to new forms of dis-
tributed decision making, where decisions get pushed to the peripheries of the organisa-
tion to meet the demands of faster business cycles that have been accelerated during the 
coronavirus crisis. 

Developing leadership and accountability at all levels will be key to agility. To create 
greater empowerment at all levels, HR should coach senior leaders to build a cascade of 
accountability through the middle and front-line management spine and establish the 
principle of taking decisions as close to the action as possible (Anand et al. 2019; Carney 
and Getz 2009). Senior leaders should be encouraged to practise ‘tight-loose’ leadership 
(Weick 1976) which they can both generally encourage decision-making at the right level 
but can also impose ‘tight’ leadership if circumstances dictate. Leaders may need help to 
make this transition. HR can also develop leadership at all levels directly, for instance 
by involving people in reviewing and revitalising the values, strategising around key 
challenges, sharing ideas about how to make HR processes simpler, more efective and 
user-friendly. 

Developing leaders 

Developing top management to embrace and enact their changing leadership roles, and 
building pools of talent for future leadership roles, should be a key HR contribution to 
business success. HR can expose leaders to fresh thinking and help them look beyond 
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their current horizons for instance through scenario planning, by arranging visits to 
other organisations that leaders can learn from and other strategic activities (Luthans 
and Avolio 2003). Action learning–type interventions and formal mentoring, lateral 
movements, ‘stretch assignments’, and opportunities with higher responsibilities help 
managers develop awareness of the multiple roles of a leader as peer, follower and stake-
holder (Hirst et al. 2004). 

Although training and development is important, it can be difcult to infuence indi-
viduals who are unintelligent, dogmatic, narcissistic, unethical or impassive toward others 
(Eva et al. 2019). OD approaches like story-telling can reach managers at a deeper emotional 
level to persuade them to stop acting like the traditional boss in order to become a more ag-
ile and humane leader. As Margaret Wheatley says, ‘We need leaders who put service over 
self, who can be steadfast through crises and failures, who want to stay present and make a 
diference to the people, situations and causes they care about’ (Wheatley 2017). 

Who should be developed as future leaders? In line with other talent processes, suc-
cession planning is moving into a more consensual mode, with both individual and 
organisational interests equally taken into account. Terefore, as Joiner (2019) points 
out, along with extensive leadership development, HR should actively recruit individ-
uals who show moral traits and have attributes such as cognitive agility and emotional 
intelligence, perseverance, humility and empathy that further contribute to and facilitate 
responsible leadership behaviours. HR can also build a pipeline of future leaders who 
‘get it’ and who are capable of delivering a successful business by making the most of the 
potential of both technology and humans. 

HR should also actively monitor how leadership is enacted, working to improve the 
calibre of current and future leaders, and ensuring that an ethical approach underpins 
business practices, leadership behaviour and decision-making. Current metrics used to 
assess leaders’ performance such as balance sheets, market shares and quarterly reports 
based on short-term evaluation are focused mostly or exclusively on shareholder value and 
proftability (Svensson and Wood 2008). However, given the present context, performance 
metrics should be adopted that are associated with responsible leadership behaviours and 
take a longer-term perspective on achieving performance as well as a broader defnition 
of stakeholder network value (Svensson and Wood 2008). Tis will be a means of holding 
leaders to account for adherence to ethical standards in their behaviours with stakehold-
ers, as well as a means of defning success. Tis means HR must be prepared to challenge 
poor management practice – a potentially risky endeavour – but also a powerful contribu-
tion to enable better top team functioning and build more efective organisations. 

ORGANISATION 

Ulrich has always argued that the added value of HR is essentially about its impact on the 
business. Ulrich’s third generic capability is Organisation. In a 2016 paper, (Ingham and 
Ulrich 2016) Ulrich argued that since the ‘war for talent’ of the late 1990s, talent man-
agement has promoted the cult of the individual. In today’s context of ongoing change 
individual talent is not enough. It is groups of people working as an organisation that can 
be far more efective than the same number of individuals, even if those individuals are 
highly talented. In other words, the whole organisation should be greater than the sum 
of its parts. Under Organisation Ulrich includes three dimensions: 

• Capabilities – What is the organisation good at doing and what should it be known 
for? Competitive diferentiators. 
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• Management action – Create a clear message about the desired culture to share 
inside and outside; turn culture identity into employee actions; and create, shape 
and reinforce culture through management practices. 

• Culture – How do we shape the right patterns and routines that will enable us to 
win? How the organisation works: event, pattern and identity. 

Competitive diferentiator capabilities 

Te resource-based view of the frm (Barney et al. 2011), suggests that for sustainable 
competitive advantage resources are needed which are rare, valuable, inimitable and 
owned by the organisation. Te dynamic capabilities perspective (Teece and Pisano 1994) 
on the other hand, considers capabilities such as ‘change-ability’ – that allows organisa-
tions to integrate cultures, build and reconfgure resources and capabilities to address 
rapidly changing environments – as a stronger source of sustainable advantage. Oth-
ers include sensing, seizing and reconfguring capabilities, knowledge creation, product 
development, change management and strategic planning routines. Tese capabilities 
evolve over time in response to the organisation’s environment. In today’s parlance, these 
are agile capabilities. 

Building and maintaining key capabilities 

Some of the capabilities that have become increasingly important to competitive ad-
vantage and strategic success include innovation (in product, market, services, business 
models), agility (speed of change or fexibility), collaboration (teamwork, cross-functional 
teams, merger or acquisition integration), customer service, efciency, managing risk 
and changing culture. None of these capabilities is developed in a vacuum or silo but 
requires a systemic approach. Consequently, organisational development has risen in 
importance and should be a key part of HR professionals’ toolkit. 

Take business agility for instance: since the dimensions of strategy, people, task, struc-
ture, skills and systems are closely interlinked, agility does not just happen – we need to 
plan it into our thinking and our decisions – including our workforce and employment 
decisions. To embed agility at enterprise level requires a virtuous circle in which HR 
works with leaders to defne what agility looks like in business and strategy, socialises 
new thinking, creates a dynamic learning environment, reinforces and rewards agility in 
action and builds stakeholder coalitions for success. Tis will require sustained attention 
to building fexibility and skills through deployment, careers and establishing a culture 
that expects and supports learning so HR should be in the forefront of facilitating organ-
isational learning. 

Linking capability 

Organisations also need the ability to operate efectively across boundaries since it is 
a given that many of the challenges facing organisations cannot be addressed inde-
pendently but require broader interagency approaches across sectors. Many organi-
sations are now less hierarchically structured than in the past and operate through a 
fuid multiplicity of collaborations, so businesses seek fexibility, and collaboration as 
core skills. A CIPD (2014) report on agile working described organisations increasingly 
operating as ‘network orchestrators’ (P11). Te report cites the example of Proctor and 
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Gamble which in 2010 sourced over 50% of its innovations externally through a pro-
gramme called ‘Connect + Develop’, in contrast to less than 10% in 2001. 

HR can help strengthen an organisation’s linking capability – enabling the organ-
isation to achieve synergies through collaboration – for instance by upskilling people 
for diferent ways of working when in partnership with other organisations. HR can 
help managers ensure that cross-boundary team roles are appropriately designed and 
structured; good communication processes established; and cross-organisational inter-
dependencies identifed, with teams able to share learning across boundaries. HR should 
be able to identify where broader system improvements can be made in the light of what 
the business is aiming to do since, from its cross-organisational perspective, HR can 
see how all the internal processes and systems within the business interlink, including 
where there are areas of duplication and unnecessary activities that add little to business 
efectiveness. 

Management action 

HR strategies are delivered mainly through management action which afects employee 
capabilities and attitudes. Line managers are the primary players in shaping a high-
performance work environment. It is managers who create, shape and reinforce culture 
through day-to-day management practices. Te way employees perceive their experience 
with management is strongly related to employee and customer satisfaction results. 

Since workers in agile organisations supervise their own results, the role of operations 
managers changes away from controlling resources and work distribution towards be-
coming coach/facilitator/supporter of mainly self-managing teams. Te task of manag-
ers is to build individual and team capability, enable diversity and employee well-being. 
Some managers may need help in developing the skills they need for this role because 
breaking habits and acting diferently can be demanding (Gustafsson et al. 2012). HR 
can help managers understand the new management practices and how to practise them 
and communicate them to others. HR can support line managers to diagnose needs, 
design-efective structures, embed agility into roles, fnd ways to incorporate new skills 
into daily work and identify ways of managing accountabilities – as seen most clearly 
with multiskilling in some manufacturing roles. As a result, managers can deliberately 
develop individual, team and organisational learning. 

In particular, HR can help managers to develop coaching skills, locate learning op-
portunities for their teams and help them refect and make sense of new experiences. 
Providing support will be worthwhile: 

With productivity being such an important measure of business potential and suc-
cess, employers need to invest in recruiting and training up managers to be a real 
asset to their teams through facilitating, not hindering, productivity. Te diference 
this can make is transformational. 

(ADP 2019) 

In addition, HR can provide workshops and other resources to support managers and 
workers going through change, equipping them with tools to manage uncertainty and deal 
with the situation as well as possible, such as how to spot signs of stress and access coun-
selling/support for team members experiencing stress. Tey can help managers review 
their own and others’ ever-expanding workloads and design roles that are meaningful. 
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HR can also provide advice and development to help managers guide their increasingly 
complex teams, many of whom will comprise ‘non-employees’ or contract workers, or 
teams working virtually, ofen across organisational or geographical boundaries. HR 
can provide robust and straightforward policies, tools and management processes which 
improve the ways managers and leaders manage performance. Tey can also create a 
range of communication vehicles through which employees can become involved in 
decision-making and feel a sense of community and belonging. 

CULTURE 

Developing strategy can be challenging enough; implementing it can be more demand-
ing since it requires others to change their behaviour. As Ulrich (1998) suggests, ‘…the 
successful organizations will be those that are able to quickly turn strategy into action: to 
manage processes intelligently and efciently: to maximize employee contribution and 
commitment; and to create the conditions for seamless change’. 

However, the challenge that many strategic leaders face is that it is NOT enough to 
change strategies, structures and systems, unless the thinking that produced those strat-
egies, also changes. In this respect, strategy and culture are twins. Te culture itself, 
and therefore the environment at the organisational level has the potential to ‘trump’ 
strategic ambitions: ‘Good people, for example, in corrosive or toxic environments have 
been known to collude in undesirable behaviour. It is the collective set of systems, processes, 
practices and disciplines that establish the boundaries of action’ (Leading with Compas-
sion, NHS England, Nov 2014). 

Organisational culture is therefore increasingly recognised as central to organisa-
tions’ ability to achieve sustainable high performance and productivity. On top of robust 
planning, development of resources, and so forth, successful strategy implementation 
also requires adjusting beliefs, values, and assumptions which will ensure the appro-
priate patterns of behaviour to implement the strategy. Agile, for instance, starts with 
a mindset and culture, before being translated into strategies, structures, HR processes 
and business performance. It is the right mix of mindsets, plans, assets, leadership and 
culture that lead to superior performance. 

Shifing culture and mindsets takes some doing. To close the strategic implementa-
tion gap leaders need to put more emphasis on making congruent the inner and outer 
changes required to get to the heart of the delivery issues. At organisational level, this 
means listening to the frst-hand experiences of staf and customers together; engaging 
the leadership; connecting the organisational strategy with individual goals and objec-
tives, while also holding people to account on both performance and values; signalling 
what is valued and working to retain your best people. It also means defning and clearly 
articulating or revisiting and re-afrming organisational values in behavioural terms 
and incorporating them into organisational life. 

Organisations will need creativity, innovation and continuous renewal if they are to 
sustain success HR can play a key role in designing structures, roles, processes and prac-
tices that facilitate creativity and enable knowledge to be captured and disseminated, so 
that wheels do not have to be continuously reinvented. Companies most likely to succeed 
will be those that fnd ways of maximising the knowledge present in today’s ever-more 
fuid organisation structures and of applying that knowledge to continuously produce 
new products and services, achieving competitive advantage. A customer-centric learn-
ing culture is needed where continuous innovation is prized, and an organisational 
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climate that attracts key workers – where transformation is ongoing, not something that 
is ‘completed’. Te question of whether and how this can be achieved will be explored in 
Chapters 14–17. 

To create ‘just, learning cultures where improvement methods can engage colleagues, 
patients and carers, deliver cumulative performance improvements, and make health 
and care organisations great places to work’ the UK’s National Health Service has found 
that compassionate, inclusive leadership is required to enable teams to deliver better pa-
tient care and value for money while also delivering continuous improvements to pop-
ulation health (National Improvement and Leadership Development Board 2016). For 
leaders, this means paying close attention to all the people they lead, understanding the 
situations they face, responding empathetically and taking thoughtful and appropriate 
action to help. Inclusive leadership means progressing equality, valuing diversity and 
challenging power imbalances. 

Since Agile is primarily a team-based approach, scaling up agility can be challenging. 
HR practitioners will need at least some knowledge of organisation development and 
design if they are to contribute efectively. Large organisations are typically far from 
nimble, though they may have the ability to buy in necessary insight and adopt various 
models, for example Spotify, the SAFe model or Scrum at Scale, whereas a small organ-
isation has to innovate step by step. While HR does not need to be an expert in each of 
these models, it’s important to be aware of them and be ready to ask the right questions 
and help leaders make the decisions about what’s right for the organisation, right for your 
culture and what you’re trying to achieve. 

And, as Aghina et al. (2015) point out, not everything has to change. Te ability to be 
both stable and dynamic is the essence of true organisational agility. Organisations need 
a frm yet fexible ‘backbone’ that binds together structural stability (standard operating 
procedures; governance which dictates how decisions are made; and processes which 
determine how things get done) and cultural stability (shared purpose, direction and 
values). Tis stability acts as a balancing platform for dynamic capabilities (for instance, 
fuid changes to strategy and team setup). Te challenge is to manage the tensions be-
tween them and fnd the right balance of agility and stability. 

HR needs to take stock of the current culture (including within the HR function it-
self), identify the critical few behaviours that could make a diference, and be willing to 
break established patterns, including challenging ‘sacred cows’. Tey need to develop 
change leaders at all levels since new practice modelled by change leaders is a powerful 
means of demonstrating the way ahead. Tey must also work with managers to identify 
and remove barriers to performance and engagement. 

ETHICS AND TRUST 

Te HR system should be based not only on added value, but also on moral values. Corpo-
rate culture, reputation and ethics are ofen synonymous and also represent risks. It is in 
the organisation’s interest to establish sustainable and trustworthy relationships with both 
internal and external stakeholders based on criteria of fairness and legitimacy (Paauwe 
2004). Taking a value-laden or ‘ethical’ HR approach will bring major benefts to all stake-
holders. Organisations with an efective risk culture address risk quickly and efectively by 
acknowledging it, encouraging transparency and enforcing respect for controls. 

Fairness and legitimacy are synonymous with ‘treating people well’. Deloitte research 
(2017) states that ‘topics such as “mission”, “values” and “contribution to society” are 
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driving engagement more than ever. Culture and work environment have become the 
new drivers of employment brand and employee passion’. Similarly, the CIPD (2017) 
found that organisational values, including authentic CSR policies, and company culture 
are most important factors in attracting candidates, followed jointly by career develop-
ment opportunities and pay and benefts (CIPD 2017). Indeed, when selecting an em-
ployer candidates value ‘culture’ and ‘career growth’ almost twice as much as they value 
‘compensation and benefts’. Organisational practices with respect to climate change for 
example can attract or deter both customers and potential employees. Similarly, how 
fairly or otherwise an organisation treats its contingent workforce, especially those in 
the gig economy, will afect how an employer is perceived, not just by the people on zero 
hours contracts but also by many employees in the top part of the labour market hour-
glass who view dimly any poor treatment by their employer of people in the bottom part 
of the hourglass. Some are choosing to walk away. 

So as companies seek their employees’ commitment, HR must lead the charge on re-
building trust. Trust is at the heart of productivity, the bedrock of a healthy employment 
relationship between employer and employee, where a ‘win’ for the organisation should 
be matched by a ‘win’ for the employee. Employees everywhere are challenging their or-
ganisations to uphold fairness and respect for all in the workplace. Precisely how employ-
ers maintain and improve trust among the workforce will depend on the organisation 
and the context in which it operates. However, typical actions that build trust include 
regular and honest communication and holding to account senior leaders as much as 
people on the shop foor for their behaviour in line with corporate values. 

HR should take stock of its practices from the ethical and fairness perspectives. Do 
HR processes reinforce the desired cultural direction? For example, do training, evalu-
ations and promotions emphasise collaboration? Are rotations required for moving up? 
Are there fair performance and reward processes? Do people get promoted despite not 
behaving in line with the values? As always, policies count for little since action speaks 
louder than words. 

Diversity, inclusion and equality 

In recent times, public awareness of inherent injustices and various forms of discrimina-
tion sufered by diferent groups has been raised through protest movements such as #Me 
Too, Black Lives Matter and the Transgender Rights Movement. Yet achieving diversity, 
and ensuring fair treatment for all, remains a major challenge for many organisations 
and is becoming a corporate reputation and also a recruitment and retention issue. Many 
HR practitioners recognise that the organisation’s composition should refect its diverse 
customer base and should also be responsive to the needs and demands of an increas-
ingly diverse workforce. 

Organisations view diversity diferently. For some, diversity is about an organisation’s 
efectiveness at using the talents of people of diferent backgrounds, experiences and 
perspective; for others diversity includes group diferences along the lines of ‘protected 
characteristics’ such as age, race, gender, sexual orientation and disabilities, as well as 
individual diferences, such as communication style and career experience. For yet oth-
ers, diversity is about paying special attention to improving the representation of women 
and minorities in key positions and respecting people’s diferent religious beliefs and 
practices. And in global organisations a person’s nationality can also be viewed as an 
advantage or disadvantage. 
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Some organisations approach diversity solely from a compliance perspective. HR has 
the challenge of protecting the organisation from infringement of the increasingly copi-
ous amounts of employment law. Take age discrimination for example which is outlawed 
across Europe. Not only can people work into older age; in many cases they will have to. 
Equally many older workers have the prospect of drawing generous fnal salary scheme 
pensions while younger workers will have a much less advantageous pensions deal. Te 
growing pensions burden on companies has resulted in virtually closed access to fnal 
salary schemes or their equivalent. 

Others go further, developing inclusive policies that support the recruitment, manage-
ment, motivation, welfare and retention of a more diverse workforce as a key part of the 
evolving HR agenda. For instance, the Royal Mail Group’s long-standing culture meant 
making gender diversity a priority. Within two months of starting with the company, 
women are given an opportunity to take part in an ‘onboarding interview’ aimed at iden-
tifying any reasons they might want to leave the business. All senior managers have taken 
unconscious bias training and hiring managers are required to complete an unconscious 
bias e-learning module as part of wider interview training. Assessor panels are required to 
be ‘balanced’ in diversity terms. All senior succession pipelines have diversity targets across 
gender and ethnicity and all cohorts of graduates must meet those targets. Senior men are 
actively encouraged to champion diversity. Female successors have now been identifed for 
half of all critical roles and the culture has shifed signifcantly, though it is recognised that 
the transformation will have taken fve years to achieve (People Management, Sept 2016). 

Refective activity 

• In implementing your organisation’s strategy, which features of your current or-
ganisational culture are an asset and which are a liability? 

• What would it take to build a more agile, ‘compassionate’ and engaging culture? 
(Assuming this was desirable.) 

• How can we build workplaces where diversity is celebrated and ensure good work 
practices for all, with fair pay and opportunities for progression and an organisa-
tional culture where people are free to be themselves? 

CONCLUSION 

In this chapter, we have taken account of some of the context trends discussed in Chapter 3 
and considered several areas where HR could contribute strategic value, many of which we 
shall explore in more detail in later chapters. To gain traction requires HR to build social 
capital inside and outside the organisation, fostering trust and breaking down silos. 

As we have discussed here, HR can help build an agile and diverse workforce and at-
tract potential recruits with attractive and authentic employee value propositions. Tey 
can develop agile management and leadership. Tey can stimulate culture change to fo-
cus on improving the quality of customer experience. Tey can create awareness of the 
need for change, mobilising and engaging staf to support the organisation’s vision and 
mission. Tey can devise policies which are completely in line with, and provide line of 
sight to, the organisation’s purpose and values. 

Tey can help build more agile organisational forms and equip people for new ways of 
working. Tey can design the organisation into small, high-performance teams that set 
their own targets, and also help transcend barriers between functions and geographies, 
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allowing the organisation to solve problems or approach new opportunities collabora-
tively. Tey can encourage and teach people to give each other direct feedback, create 
programmes for recognition and peer-to-peer rewards and develop policies to foster di-
versity in teams. Tey can also help managers to support front-line staf with coaching 
and by creating simple and efective performance management processes (Anand, 2019). 
Tey can enable people in the organisation to act quickly, providing skill-building tools 
and resources so that people can help themselves, rather than doing it for them. Tus, 
HR’s agenda becomes ever more strategic and vital to future success. 

As a cautionary note, when aspiring to create a receptive culture for change it’s impor-
tant to be realistic about the time and capacity needed to support change, however agile the 
intention. It’s important to choose what’s right for your organisation and what it is trying to 
achieve in its circumstances. No single HR strategy will be the same as another. HR must look 
ahead, plan for the future workforce and target efort where it is most needed, preparing for 
all eventualities, while also keeping employees onside. As we shall explore in more detail in 
later chapters, almost all aspects of HR’s role have the potential to transform cultures. 

In the next chapter, we shall again turn our attention to the HR function – looking at 
how to ensure its people operations are ft for purpose in the digital age and also enable 
the HR team to deliver their strategic outcomes more swifly. 
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5 
HR in the digital age 

HR has always been more than a back-ofce function, but rather a core piece of the organi-
zational fabric, one with the ability to infuence the most powerful asset of any organisation: 
its people. 

Volini et al. (2020) 
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In Chapter 2, we looked at trends in HR transformation since the 1980s. Typically, these 
included the implementation of HR operating models that separated HR strategy and 
business partnering from expert HR functions and transactional administration. We 
discussed whether HR still has some way to travel before it can be considered efective 
both operationally and as a strategic function. In the last chapter, we considered some of 
the strategic agenda items arising from the changing context. 
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CHAPTER OVERVIEW 

In this chapter, we shall consider a range of perspectives on how HR functions should 
develop their operating models to be ft for the digital age, looking in particular at how 
technology, particularly digital technologies, has become both a driver and enabler of 
HR becoming more agile in its transactional and strategic endeavours. Indeed, Deloitte 
(Volini et al. 2020) argue that rather than ‘transformation’, ‘reinvention’ or even ‘revolu-
tion’ are more appropriate words to describe what HR needs to do to its own service. We 
shall also consider the implications of these shifs for HR skills and capabilities and how 
these might be developed. We shall cover: 

• Adapting to a changing context 
• Implications of context trends for HR organisation 
• Embracing technology 
• Towards HR agility 
• Putting the foundations in place 

LEARNING OBJECTIVES 

• To consider whether HR does need to radically transform, or merely evolve, to be 
efective in the changing context 

• To explore some of the implications of technology for HR 
• To consider what Agile HR might involve, and ways to become agile. 

INTRODUCTION: ADAPTING TO CHANGING CONTEXT 

When HR transformation connects to the context of the business, it is more likely to be sus-
tained because it responds to real needs. As we discussed in the last chapter, this means link-
ing HR eforts directly to the business strategy and to the environmental factors that frame 
the strategy (Ulrich and Allen 2009). Forty years on from the introduction of strategic human 
resource management, there is much debate about how HR should organise itself to best ad-
dress the major changes in the business context that are likely to grow in signifcance. If HR’s 
traditional function was to implement controls, systems and standards to drive alignment 
and efcient execution, what should HR’s purpose and function be in the digital age? 

As we discussed in the last chapter, HR’s purpose is increasingly conceived as building 
the capabilities needed by organisations to achieve agility, efectiveness and sustainable 
strategic success. From this purpose should stem HR’s priorities, activities, skills and 
operating systems required to deliver desired outcomes. As Lucy Adams (2019), who 
describes herself as ‘recovering HR Director’ puts it, ‘we in HR can only make a lasting 
diference if we’re willing to take a fresh look at how we work too’. 

Ulrich (2017) maintains his ‘investor-literate’ approach to HR’s value added, arguing 
that some of the principles that will help HR deliver victory in the marketplace in 2025 
will be the same as those in his earlier books. Te earlier measures of HR success are 
still important. To help an organisation ‘win’, HR administration must be fawless; HR 
practices must be innovative and integrated; and HR must turn strategic aspirations into 
HR actions that produce business outcomes (e.g., increased investor, customer and com-
munity value). But the skillset around Organisation must be developed apace. 
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Evolution or radical transformation? 

When determining how HR should operate to deliver its purpose, HR leaders may have 
to choose between a more gradual evolution or a radical transformation of their func-
tion. Tis involves taking account of the broader context trends, the appetite for change 
within organisations and the capabilities of HR teams themselves. In many large organ-
isations, evolution is about continuously improving existing provision which may be a 
variation on the widely adopted ‘three-legged stool’ operating model based on Ulrich’s 
thinking. Evolution could involve utilising advances in process technology to create a 
more efcient delivery function; developing an expert function which ofers reliable spe-
cialist expertise; and a high-powered strategic function where the greatest value contri-
bution is likely to be made. Arguably the things that will determine the efectiveness of 
HR’s contribution are: 

• Strategy. Do you have the ambition, objectives and processes that are going to make 
a diference to your business through your people? 

• Technology. Are your processes supported by good and efective HR systems that 
enable you to implement the processes you’ve designed? 

• Capability. Do your business partners understand what partnering really means, 
and do they have the skills to achieve this? 

• Measurement. Do you know how well you’re doing – in partnering and in deliver-
ing enhanced business results? 

Ulrich (with Ingham 2016) himself has continuously advocated looking at HR roles more 
as mindsets and areas of responsibility deriving from the strategic needs of the business, 
rather than as a single structural solution. Indeed, his model suggests that HR structure 
should match the way the business is structured. So if your business is centralised and 
functional, your HR function should be organised around HR specialisms such as re-
cruitment, training and reward. In a diversifed matrix, multi-divisional organisation, 
HR should be organised as a professional services frm with centres of expertise (special-
ists that could be external as well as internal) and embedded HR (generalists) plus project 
teams, networks and communities. It’s about designing a best ft solution that meets your 
organisation’s specifc needs and building the capability of the team to deliver. 

Maturity levels – linking context to delivery 

Another factor afecting what HR can achieve is the function’s state of maturity and or-
ganisational readiness. Deloitte (Fineman 2016) suggests that in maturity levels one (Per-
sonnel Department) and two (Operational HR), the main focus is on efciency, so HR’s 
focus is on containing costs and improving service quality. In level three (Integrated 
Talent Management), the focus is on efectiveness. HR is expected to develop leaders 
at all levels, both globally and locally. Tere is typically a younger workforce than ever 
before with new and diferent demands, ofen low levels of engagement and heavy com-
petition for top talent, so CEOs demand that HR ‘solve talent problems’. Performance 
management and succession planning in this phase are ofen weak, technology is still 
not integrated and there is an imperative to become evidence-based – informed, rather 
than overwhelmed by data. 

At level four (High Impact HR) – which is where Fineman argues HR needs to be – the or-
ganisation is gearing up to agility – so HR’s focus is on enabling organisational responsiveness. 
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Since innovation demands collaboration and engagement, HR itself must demonstrate agility, 
reorganise its structure and delivery mechanisms to create new ways of working within HR 
teams, use data skilfully and support higher levels of autonomy, accountability and perfor-
mance across the business. Tis is for many the ‘revolutionary’ option. Whichever approach 
is taken, the fundamentals for Ulrich et al. (2017) are that HR must: 

• Become the acknowledged experts in people management and people issues 
• Become a close advisor to the CEO and board 
• Become an expert in future work and how this can impact the organisation 
• Become ‘business savvy’ 
• Manage extremely efective people processes 
• Identify and take on critical ‘orphan functions’, e.g. ethics, CSR, well-being 
• Carry out efective account management (through business partners) to maximise 

‘client’ satisfaction. 

So with a focus on ‘Organisation’, HR should draw on systems thinking in organisation 
development and design, change management and emerging tools such as people/talent 
analytics, to help achieve business outcomes. Tis requires an ongoing dialogue with the 
line business organisation to win commitment. Terefore HR need to be experts in pro-
cess skills, both to plan change and also bring others efectively through change. In their 
regular surveys of HR competencies, Ulrich and colleagues (2017) defne the primary 
capabilities required of HR to drive forward the mission as: 

• Strategic positioner: Able to position a business to win in its market 
• Credible activist: Able to build relationships of trust by having a proactive point of 

view 
• Paradox navigator: Able to manage tensions inherent in businesses (e.g. attend to 

both long and short term; both top down and bottom up) 

Tey also identify three domains of HR competence as organisation enablers, helping 
position HR to deliver strategic value: 

• Culture and change champion: Able to make change happen and manage organi-
sational culture 

• Human capital curator: Able to manage the fow of talent by developing people and 
leaders, driving individual performance and building technical talent 

• Total reward steward: Able to manage employee well-being through fnancial and 
non-fnancial rewards 

Te three other delivery enablers for managing the tactical or foundational elements of 
HR are: 

• Technology and media integrator: Able to use technology and social media to drive 
create high-performing organisations 

• Analytics designer and interpreter: Able to use analytics to improve decision 
making 

• Compliance manager: Able to manage the processes related to compliance by fol-
lowing regulatory guidelines. 
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Each of these HR competencies, Ulrich et al. (2017) argue, is important for the perfor-
mance of HR professionals. While some of the ‘deliverables’ that HR uniquely deliv-
ers remain much as before, such as using HR’s traditional body of expertise in stafng, 
development, employee relations and reward to win the ‘war for talent’, an agile HR 
function must adapt and evolve people processes at pace with unpredictable and ever 
faster changes – to support individual, strategic and organisational goals. Approaches to 
achieving this will be examined in Chapter 16. 

Refective activity 

• Is it unrealistic to expect HR to be able to develop such competencies? 
• If so, which should be the primary areas HR should focus on developing? 

IMPLICATIONS OF CONTEXT TRENDS FOR HR ORGANISATION 

Alongside the technological and other trends that were already changing the nature of 
business and of work, the coronavirus crisis has seemingly catapulted us into a new era, 
shining a spotlight on many potential changes in store for business, ways of working and 
for society as a whole. Tree trends in particular, that were already starting to impact on 
HR operations before the crisis, have been given greater urgency post-crisis: 

• Te experience economy – and the need to become employee-centric 
• An imperative to become evidence-based – informed, rather than overwhelmed 

by data. 
• Te Digital Age – and the need to embrace technology and agility 

Arguably these trends are likely to grow in signifcance. Let us consider frst some of the 
implications of the experience economy for the HR function and what employees may 
now expect from employers. 

Employee-centric HR 

Jacobs (2016) describes the next HR transformation phase as focused on the employee, 
what Accenture calls ‘the workforce of one’, with HR developing more personalised 
employee-focused propositions and practices. Increasingly HR is being rebadged as 
‘People and Culture’, ‘Human Capital’, ‘Employee Experience’, People and OD or simply 
the ‘People’ function. Sage research (McIntosh 2020) reports that 94% of HR leaders an-
ticipate this transition in the next few years. Indeed, some argue that HR should retain 
just two areas of focus – OE/OD and Talent Management, as the most important deter-
minant of the impact of the function. 

With 80% of global workers not stationed behind a desk every day, providing employ-
ees with a mobile experience is imperative. By using tools that allow employees to work 
seamlessly on mobile devices, HR can be at the leading edge. To be employee-centric 
businesses must be ready to support the ways people want to work and meet their expec-
tations, not just with smart technology but with an employment relationship that is less 
paternalistic and more like a contract between equals. Will such fexibility and employee 
centricity be maintained post-coronavirus crisis with the economic downturns and huge 
increases in unemployment predicted to follow? Tis will put employers in the driving 
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seat as to how they treat their employees; how they choose to respond will refect their 
priorities and put their values to the test. 

Becoming evidence-based HR – informed, rather than
overwhelmed by data 

Many commentators have joined the call for HR to become ‘evidence-based’. With re-
spect to people, CEOs want rapid decision-making and are impatient with HR teams that 
can’t deliver actionable information and insights. For Rousseau and Barends (2011), this 
means making decisions, promoting practices and advising the organisation’s leadership 
by conscientiously combining four sources of information: 

• Te best available scientifc evidence 
• Reliable and valid organisational facts, metrics and assessments 
• Practitioner refection and judgement 
• Concerns of afected stakeholders. 

John Boudreau (2016) has long advocated that HR should become a ‘decision science’ ca-
pable of making evidence-based decisions informed by meaningful data. Fineman (2016) 
too argues that, as companies move from maturity level three to four, they will need an 
established, efcient and efective HR function that is capable of generating and integrat-
ing reliable, quality data. Te essence of evidence-based HR is making choices – have we 
chosen the right issue and the right approach to the right issue? Te important thing is 
to start with a business problem and try to identify and quantify the people drivers of a 
desired business outcome. So to make a business case for a professionally administered 
employee engagement survey, for example, it would be helpful to include employee sta-
tistics showing the cost of sickness absence to the business, the opportunity cost of high 
attrition rates and the cost of hiring new colleagues. 

To develop evidence-based practice requires an inquiring mindset, to question your 
assumptions, ask more probing questions and take a logical and systemic view of both 
issues and solutions. It’s also important to concentrate on just a few key priorities to 
achieve realistic results, with prioritisation taking place through a constant cycle of value 
and risk. However efcient an HR process, it has to be necessary – does it ft the strategy, 
vision and values, and is it a priority? Ten at least two possible alternative solutions 
should be considered which can be tested against the best available evidence. In addition 
to practitioner experience and judgement, this will include diferent kinds of evidence 
– both external (competitor, scientifc and practice-oriented information) and internal 
(hard and sof data). Techniques such as experimentation, prototyping and user research 
can help HR work in a more evidence-based way. Visualisation techniques using artif-
cial intelligence can make decision-making transparent and in real time. 

Analytics – the interpretation of data patterns – can help HR professionals turn data 
into insights, identify the issues that count and enable better decisions. Getting some 
grounding in data analytics can help so that you can back up what your argument. Using 
analytics should also help challenge unconscious bias and strengthen HR’s confdence 
to relay some potentially tough messages to management about what needs to be done. 
Tis is the quality described by Dave Ulrich as ‘HR with attitude’ while Unilever’s CHRO 
suggests that HR needs more swagger (in Harrington 2019). We shall return to the topic 
of Analytics later in this chapter. 
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Embracing technology 

As the benefts of a plethora of new technologies become more widely understood it is vi-
tal to harness their potential for the business, the workforce and for HR itself. Technology 
can help people engage diferently with organisations and put organisations on the front 
foot, enabling them to detect patterns, anticipate and proactively respond to changes 
in their environment. For instance, the UK’s National Housing Federation (‘Creating 
our Futures’) is using machine learning to help housing associations detect patterns of 
anti-social behaviour by tenants. Tis has enabled them to put preventative measures in 
place, rather than punishing tenants. Technology is transforming how people commu-
nicate with colleagues, absorb information and expectations around the timeliness and 
quality of data. 

While take-up of new technologies in HR is generally proceeding slowly, in remod-
elling its own service delivery, HR needs to be a champion and should lead by example, 
building trust and confdence in the use of digital technology. Use of Cloud, Agile and 
AI are set to transform HR operations and transactions. In the frst half of 2018 in the 
United States, $1.33 billion was invested in HR Technology, surpassing the total spend-
ing of 2017. And that’s just for new technologies, not upgrades to existing systems. 

Te move toward Cloud-based self-service sofware, which was happening anyway, 
potentially reduces the need for large numbers of people to be assigned to working on 
‘transactional’ HR processes. One of the main criticisms of conventional HRIS was that 
the data provided tended to be backward-looking and stand-alone, so did not lend it-
self to insightful analysis or predictive forecasting. Cloud-based HR technology enables 
transparency and sharing of information, facilitates connections and collaborations 
across silos, and can get more people involved in decision-making. Cloud has made it 
easier to improve the design and efciency of HR tasks and processes and gain greater 
transparency around key HR functions. 

Many traditional approaches to recruitment, onboarding and programme coordina-
tion are likely to be replaced by new approaches underpinned by technology, such as us-
ing secure Cloud-based collaboration tools; re-checking on remote access daily; creating 
transparency via virtual team environments and benchmarking leading-edge practice, 
such as what can we learn about how to bring on board ‘digital natives’? 

App-based tools can allow supervisors, colleagues and clients to give one another 
immediate feedback from wherever they are. Because team feedback fows in all directions, 
many companies use technology to manage its sheer volume. Cisco for instance uses tech-
nology to collect raw data from employees about their peers’ performance which allows 
managers to note fuctuations in individual performance over time, even within teams. 
Peer-led feedback should be encouraged and rewarded formally. 

Some organisations are giving employees access to their own personalised employee 
portal where they can view and manage matters concerning their employment, including 
their online benefts anywhere, anytime through mobile apps. Tis more personalised 
form of self-service enhances the employee experience since the user is shown relevant 
content and recommendations specifc only to him or her. Employers can communicate 
with their employees wherever they are through push notifcations, SMS messages or 
in-portal messages. 

In a context of transparent access to talent information which empowers employees to 
take ownership of their own development, talent management is facilitated rather than 
‘owned’ by HR. Employees can become active participants in talent acquisition, evaluation 
and development processes. For example, every job description and competency profle 
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might be made accessible via a centralised platform, so that anyone can see the require-
ments for any job in the organisation. Employees could evaluate their own competency 
profle against those required for various jobs, see where there are gaps, and access a range 
of self-managed development options, including direct portals to web-based training op-
tions on a variety of platforms. HR success is measured in terms of retention, employee 
satisfaction levels, innovation levels and organisational goodwill and trust. 

Gamifcation can help facilitate HR innovation in stafng, development, rewards 
and involvement since it’s about engaging candidates and employees, enhancing their 
self-motivation and encouraging collaboration. HR platforms can track performance 
and reward high performers with recognition and better pay and allow responsiveness 
to changing demands. GE, for instance, long considered a leading exponent of manage-
ment through control systems, switched to FastWorks, a lean approach that cuts back on 
top-down fnancial controls and empowers teams to manage projects as needs evolve. 
Teir HR practices, such as performance management, followed suit as we shall discuss 
in Chapter 10. 

TOWARDS HR AGILITY 

In many organisations, more radical approaches are being adopted by HR teams as agile 
methods have gradually spread across from IT to other business disciplines like HR, 
marketing and fnance. Central tenets of organisational agility are essentially principles 
deriving from the concept’s sofware development origins: 

• Collaborative teamwork 
• Worker empowerment 
• Delivering value through incremental delivery 
• Short iterations of one to two weeks 
• Experimentation 
• Feedback loops 
• Continuous improvement. 

Before aiming for agility, it’s important to gauge the risk appetite within organisations – 
do leaders want their organisation to be leading edge or ‘wait and see’? Especially in 
organisations pursuing a digital growth strategy the move to agile HR has been fast and 
deliberate since HR must become agile to stay current and aligned with the realities of 
business and talent requirements. Agile HR is characterised by greater transparency and 
a commitment to ongoing and continuous engagement. Jacobs (2016) argues that in fu-
ture there will be three big clusters of so-called ‘Alpha tasks’ for HR: 

(a) HR will own and manage employee data and infuence business decisions with 
data. 

(b) HR will create and grow the company culture towards agility. 
(c) HR will act as a project manager in cross-functional, one-of people related pro-

jects with business and IT. 

Tis requires HR to be a strategic data manager, business infuencer and corporate 
culture builder. Building and implementing an HR function that is agile and excellent 
at HR data, company culture and projects is very diferent from today’s HR function – a 
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truly transformative change. Some writers suggest that these specialist and expert roles 
should be carried out by centres of excellence (or as Josh Bersin suggests, ‘networks of 
excellence’) which for Bersin (2016) form the most important part of the HR model since 
specialist skills in learning and so on can contribute greatly to creating both culture and 
competence. 

Barriers to HR agility 

However, as we have discussed previously, implementing an agile approach generally can 
be difcult, especially so in HR. In many cases the HR service is out of date, with lots 
of heavy, compliance-driven processes and static best practice systems that refect a tra-
ditional, hierarchical top-down pyramid structure. A Workday (2020) study found that 
HR’s own structural blockers included legacy perceptions of the function in the business, 
lack of capacity to dedicate time and budget to innovation, lack of links with other func-
tions within the business or externally to create synergies, as well as high dependency 
on business priorities and values which prevents those working within the HR function 
from acting on their own ideas and values (CIPD 2013). HR is generally at the back of 
the queue when it comes to IT investments. Legacy IT – older-generation sofware and 
hardware that are not readily compatible with a modern, Cloud-based environment can 
impede progress toward agility. Similarly, crossing bureaucratic silo barriers to achieve 
integrated solutions can be difcult. In addition, a common reported barrier was the lack 
of individual practitioner knowledge of the external context and lack of horizon scan-
ning to help set direction for innovation. 

Agile HR ways of working 

However, these barriers are not insuperable. In HR, ‘adding value’ is a common goal, but 
this is ofen poorly defned and quantifed. Since Agile is about customer value it can 
help HR to modernise, digitalise and deliver value to its ‘customers’ at speed, constantly 
enriching the HR users’ experience of work. It’s about redesigning HR and people prac-
tices to literally co-create the future of work with employees through a test and learn 
approach. Of course, this is not a one-way street since employees too must be willing to 
take the initiative and become involved with the HR function, whether that takes the 
form of self-directed learning and development, referral-based recruiting, or embodying 
and promoting organisational values internally and to the outside world. 

Tere is no single blueprint for an agile HR style of working and it is important to 
fnd the right framework that fts an organisation’s industry, culture, team structure and 
size. Tere are however some similarities between frameworks which are common to 
all agile HR teams. Agile changes the cadence of work, moving HR away from the more 
traditional annual cycle, e.g. for performance management or reward into a weekly, to a 
monthly cycle with feedback loops. It’s a shif away from a rules – and planning-based 
approach toward a simpler and faster model driven by feedback from participants. It’s 
about building a culture and mindset for doing things diferently, looking at how other 
organisations are implementing projects and improving services. 

For Cappelli and Tavis (2018) HR is going ‘agile lite’, applying the general principles, 
such as quick cycles of development, working in ‘Sprints’, understanding what the cli-
ent wants and acting as ‘bridge’ between the technical team and the business, without 
adopting all the tools and protocols from the tech world. Some teams have embraced the 
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Scrum framework and sprint back-to-back, because they want to innovate and deliver at 
speed. Other HR teams use more of a Kanban approach to manage a more continuous 
fow of work. Some use a combination, discovered through a test and learn approach. 
What is key is to co-create a contextual design and way of working that’s right for your 
culture and your industry. 

Embracing the agile mindset 

Remodelling HR’s own service delivery to be nimble, responsive and provide a personal-
ised employee experience may require a cultural paradigm shif in service design. Agile 
methodology is more than a set of processes, tools and techniques to be learned; it is 
frst and foremost a team-based working model. Agile requires a mindset that recog-
nises the importance of team dynamics and individual responsibility. HR must adopt 
the agile mindset to revolutionise its own ways of working and increase organisational 
efectiveness. HR will require cognitive fexibility, insight into learning, an understand-
ing of organisation development and design and a holistic perspective on how to deliver 
to meet customer needs. 

Delivering value through iterations 

Te traditional ‘waterfall’ way of running a project or multi-year change programme – 
with everything decided upfront, handovers, infexible plans and hierarchies that can 
slow things down, block innovation, waste time and prevent organisations from taking 
advantage of new opportunities – was just too rigid and did not allow for a change in 
scope, customer needs or budget in a rapidly changing business environment. How can 
HR deliver refned customer value in more agile ways? 

An agile operating model starts from a small nucleus and involves learning new be-
haviours. For Bersin (2012), Agile principles, that date back to the origins of Agile in 
sofware development in the late 1990s, must underpin the design of continuous learning 
and talent acquisition processes that enable organisations to attract, develop, and en-
gage talent in the twenty-frst century. Agile breaks down major challenges into smaller 
chunks of work and starts to deliver slices of value to HR’s customer at a faster pace. 
Small-scale initiatives are piloted on the basis of inclusion, within a specifc team, job 
family or business unit. If something fails, a new direction can be taken. Working itera-
tively means decisions are taken continuously and validated by feedback gathered early 
and ofen from service users to determine whether the initiative should be expanded or 
scrapped. 

You still have the same vision and goal, and you still write down all the things you 
think, or assume, you might have to do at the start, but then it’s important to focus on 
the most important thing, or perhaps the highest risk thing, deliver that to the customer 
quickly, get feedback from the customer to fnd out ‘does this work, does this not, are we 
on the right track?’ and then use that feedback to guide the next increment of work. By 
keeping this agile feedback loop going – a cycle of plan, do, check, act- you get to solu-
tions more quickly. Value is delivered incrementally as projects improve and become new 
working practice. 

You need all the relevant skills within the same team – such as specialists in reward, 
recruitment, talent, learning – along with people from the line, solving complex prob-
lems together. Similarly, to bring together the digital and the human factor to produce 
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integrated solutions HR must also work cohesively with other support services such as 
digital experts as teams of ‘joined up’ expertise (Aghina et al. 2020). It’s about moving 
away from silo mentality and asking peers to contribute their expertise to produce a 
‘minimum viable product’ which showcases the art of the possible and gets early buy-in. 

Interestingly, in the wake of Coronavirus crisis lockdowns, where dealing swifly and 
efectively with the very real people issues has been paramount for business survival, HR’s 
strategic, tactical and agile contribution has been widely recognised. Te challenge will be 
to avoid ‘snap-back’, i.e. being sucked back into conventional priorities and ways of working 
once the ‘new normal’ is under way. For many organisations the challenge post-pandemic 
is the addressing the question of where people will work. For many home, working will 
continue to be the norm, while for others a more hybrid pattern will be adopted. Tis has 
implications for the layout, size and nature of buildings – will people need to have their own 
desks or will more collaborative spaces be required for when people are in the ofce? It also 
has implications for management styles, forms of communication, employee well-being and 
so on. Such a strategic challenge will lend itself well to co-created iterative solution-seeking. 

Co-creating the employee experience 

Te key to reinventing HR and people practices in order to enhance the employee ex-
perience and ensure that services are designed to meet employee and manager needs is 
involving the service user/customer in service design and testing sessions because the 
customer is the ultimate owner. At the very least HR must attempt to step into the shoes 
of the service user to understand how the service is perceived and what might be better. 

Co-creation is very powerful, transforms the notion of change management and high-
lights the importance of discovery work in HR in which people experiment with you and 
discover together what works and what does not. So, for example you might invite employ-
ees in to map out a whole HR service and start to redesign it together in order to improve 
their experience of work. Or it can be as simple as walking down the corridor and asking 
fve people what they think about a piece of communication before you send it out. It’s 
about using feedback from the customer to guide the next piece of work. So instead of man-
aging people through change, people are in the change with you, co-creating the outcome. 

NB Experimentation is very diferent from running an HR pilot. An HR pilot is usu-
ally a ‘done deal’, i.e. investments have already been made and even if the pilot does not 
go that well, it ofen gets rolled out afer a few tweaks or improvements. In contrast, if an 
experiment fails it can be lef behind once the data from that failure have been used to 
validate a wholly diferent direction, or to run a very diferent kind of experiment. 

Tis built-in ability to adapt to change makes it possible to pivot and re-plan as cus-
tomer needs evolve or as the business environment shifs and builds an environment of 
continuous learning. Not only does this approach decrease project risk, it also decreases 
the risk of committing time, money and people to a fawed idea. 

Design thinking 

HR teams are increasingly using design thinking to redesign people practices for the 
future of work and to help people adapt – leaders and organisations to technology; 
employees to new models of work and careers; and the company as a whole to changes in 
society, regulation and public policy. Using tools and techniques from Design Tinking, 
like personas, experience mapping and prototyping, can help to gain insights that can 
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guide the design. Design thinking is a human centred approach to innovation that draws 
from the designer’s toolkit to integrate the needs of people, the possibilities of technol-
ogy and the requirements for business success (afer Tim Browne, Executive Chair of 
IDEO). Depending on the model used, design thinking typically involves working with 
key stakeholders to generate new approaches through a series of (non-sequential) phases 
in short sprints (ofen lasting a week): 

• Discovery – I have a challenge; how do I approach it? (Understand the challenge, 
prepare research, gather inspiration, what data can I gather that might help?) 

• Interpretation – I learned something; how do I interpret it? (Tell stories; search for 
meaning, frame opportunities) 

• Ideation – I see an opportunity; what do I create? (Brainstorm to generate ideas, 
refne ideas). 

• Experimentation – I have an idea; how to build on it? (Make prototypes, get 
feedback) 

• Evolution – I tried something new; how do I evolve? (Track learning; move forward). 

Design thinking empowers HR to reimagine every aspect of work: the physical 
environment; how people meet and interact; how managers spend their time; and how 
companies select, train, engage and evaluate people. According to Josh Bersin (2020), 
‘Design Tinking casts HR in a new role. It transforms HR from a “process developer” 
into an “experience architect”’. Zappos for instance used design thinking to reimagine 
the job application process resulting in a higher candidate experience with a 97% satis-
faction score. Airbnb has used design thinking to change the role of the Chief HR Ofcer 
into the Chief Employee Experience Ofcer to emphasise the shif in focus. Qualcomm 
used Design Tinking to develop experiential learning programmes that are helping 
build a culture of entrepreneurship, creativity and risk taking. Cisco ran a 24-hour HR 
‘Breakathon’ in which they reimagined their HR solutions for their 71,000 global em-
ployees. Using design thinking, they came up with hundreds of innovative solutions to 
people challenges, many of which were implemented. Tey also used design thinking to 
reimagine the employee experience specifcally in new hire onboarding, recruitment and 
career development. 

Te key to emergent transformation is to co-create with staf a contextual design that’s 
right for your culture and your industry and what you are trying to achieve. With greater 
fexibility and mobility, service delivery should result in improved productivity and en-
hanced employee satisfaction. 

Case example: re-designing people processes at W.S. Atkins
UK and Europe 

In 2016–2017, the HR team in W.S. Atkins UK & Europe business, formerly led by HR 
Director Sharron Pamplin, gradually redesigned itself by working back from the end-
user experience, in true agile, customer-centric manner. Tis shif in HR’s role put a 
premium on efective communication and role modelling to raise people’s awareness of 
the need for change. In HR, as with other parts of the Atkins UK & Europe business, on-
going dialogue amongst all HR team members was made possible via the HR function’s 
own regular global cadence calls – video conference calls which brought the whole HR 
community together virtually to help people understand the bigger picture and discuss 
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their part of it. Similarly, the One HR Forum helped HR to develop shared understand-
ing and purpose and build trust. It provided an environment where people were genu-
inely empowered and willing to change. 

In redesigning the people processes in the W.S. Atkins UK & Europe business, staf 
involvement was crucial. For example, an Employee Journey Mapping workshop took 
place involving staf from across the business to explore the key HR experience touch-
points along the employee journey from ‘hire’ to ‘retire’. For example, when and how did 
people frst know about Atkins? Was Atkins attractive as an employer? How did they 
know what is available in terms of career opportunities? What did they experience in 
their frst week? Were HR sufciently focused on them? 

By drawing on employees’ actual experience it was possible to identify how HR prac-
tices could be improved to create stronger links between employees and the company. 
For example, based on employee feedback about people’s experience of Atkins at the 
hiring stage, managers were then encouraged to interact with potential and newly ap-
pointed employees before they join via LinkedIn Yammer to make them feel welcome 
and well informed. 

Tis also fed into the development of a new employee value proposition that provided 
a bold and relevant voice on how the company aspired to be as an employer. Some prac-
tices that were previously considered counter-cultural, such as rehiring former employ-
ees, were then embraced – people were actively sought out, rehired and welcomed back as 
alumni with enhanced experience. By thinking about processes diferently and asking, 
‘what value is this adding?’, things changed for the better. Te Indian and UK HR teams 
worked together virtually to simplify the rather convoluted procedures required at the 
end of probation. Managers were then required to take action and report to HR only if 
there was a problem. 

Work also got underway to develop a more long-term yet agile approach to succession 
planning and talent management. A job families’ approach was adopted, together with a 
strategic workforce planning initiative over a 12-year horizon called Workforce Futures 
2030, with much of the initial focus on critical value generators. Tis strategic initiative, 
led by HR, was another example of staf involvement. Te leadership team had framed 
the challenge (the problem to solve). Tey wanted to get to grips with what the future 
Atkins workforce might look like. Instead of HR taking the usual short-term reactive ap-
proach to resource planning, looking just a few months ahead, HR worked with leaders 
to think about what kinds of skills and capabilities would be required ten years out. In 
particular the leadership team wanted to understand what would be required to attract 
people in the early stages of their careers – why would they join Atkins? How would they 
work with Atkins – as employees or be connected to the frm in some other way? How 
would Atkins face up to the challenges identifed? 

Two diferent employee groups from diverse business areas came together for separate 
one day workshops to address this challenge. Participants ranged from senior and ex-
perienced staf members to graduates and apprentices. Te workshops allowed people 
to explore the challenge imaginatively, using story-telling. Te teams then worked on 
the challenge for six weeks and made various proposals to the leadership team, of which 
three were selected. Tese were sponsored by diferent senior leaders, with resources 
made available within the business. 

One innovative proposal was the concept of Te Atkins Campus, created by appren-
tices and graduates during a strategic workforce planning workshop. Tey suggested that 
the Campus should exist in 50 locations across the globe, from Silicon Valley to Japan, 
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as a physical place for innovation, shared learning and development. Alongside this was 
the concept of the Atkins ‘Workery’, a live/work option for staf to live close to the At-
kins Campus in 50 cities worldwide. Tis would ofer staf reduced living costs without 
commutes in a neighbourhood of colleagues and would be co-created and designed by 
the early careers team. 

Sharron takes up the story: ‘We’ve come a long way. Te HR function is better able to 
change now. Team members are coming forward saying “I’ve identifed this problem – 
we need to change it”’. Sharron’s response is ‘Great – you all know this really well – What 
do you propose?’ Te team uses agile methodologies such as 100-day sprints, pop-up 
projects, hackathons and lock downs, and involves their customers in the process. 

Te results started to speak for themselves. In the Atkins UK and Europe business, dif-
ferent business groups are saying that HR is now working better, and they have brought 
on board colleagues who were not involved in the change process. As Sharron notes, 
‘We’ve seen an improvement in employee engagement and involvement at all levels. Te 
Young Professional Awards for graduates and apprentices was introduced in 2017 as a 
means of giving high profle recognition to people making a diference. One of the short-
listed apprentices is actively disseminating learning, using One Note to track workplace 
and college learning. More widely, interesting practice is now shared via stories on Yam-
mer and the company’s website so is accessible to all’. 

Refective activity 

• What do you consider the benefts and risks of involving employees in co-creating 
HR services? 

Putting the foundations in place 

Transitioning from traditional to Agile HR methodology and approach is a behavioural 
and cultural change that requires change management, communication and transpar-
ency to really ‘stick’, both within the HR function and within the wider organisation. 
Many cultural practices have to change, including a move away from a conventional 
planning-based, operating model (which is linear) towards a more fexible and adaptive 
model. Te fundamental shif toward teams has resulted in organisations pushing deci-
sion rights down to the front lines. For many this is a huge behavioural change, and may 
meet resistance – especially within HR. Such resistance may be cultural – vested interests 
can be hardwired into budgets, information systems, job titles and so on – and people 
issues are ofen a sticking point. 

Before putting a shif to Agile in motion, it’s important to have some underlying 
supports in place: 

An amenable organisational culture 

An amenable culture is one that prioritises engagement and empowerment and trusts its 
employees. Tis means developing teams to have true autonomy at team level and who 
can make data-driven decisions. Te example is set by leaders who demonstrate align-
ment in purpose, vision and behaviour so that everyone knows where they are going and 
why. Such leaders are also willing and able to let teams make decisions since they are the 
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closest to the customer. HR policies are clear and simple and provide the guidance people 
need to make good decisions. 

Getting people on board for change in most cases is about appealing to people’s self-
interest, showing how the new methods can beneft them and their customers, refer-
encing tangible outcomes elsewhere. Much will depend on the perceived relative power 
levels in the employment relationship. If people are desperate to hold on to their jobs, 
they may feel they have no choice but to grudgingly accept the new ways of working. 

When one large supermarket chain wanted to get its employees behind its digital 
strategy, management described the threat that digital retailers posed and presented it 
as a ‘do or die’ imperative. In sharing their vision, the company’s leaders put a spotlight 
on workers who had piloted a new AI tool that helped them optimise stores’ product as-
sortments and increase revenue. Tey argued that AI could help fend of the competition 
by improving the frm’s operational efciency and responsiveness. In rousing employ-
ees around a fght for survival, management emphasised the critical role that employees 
had to play. Tis inspired workers to imagine how AI could augment and improve their 
performance. 

More generally, people may need support to embrace new ways of working, so equip-
ping and empowering employees with the skills they need to operate more independently 
helps get them on board. HR team members with OD and OE capabilities can provide 
relevant advice and support groups on the change journey. L&D can provide training 
in relevant digital skills, as well as coaching and facilitation to support performance 
improvement and capability development. Rather than taking a worker utilisation, ‘click 
and collect’ approach to development it will be important to approach this task as part of 
developing a learning culture. 

A high performing HR team 

Embracing a more agile approach is not about hollowing out HR expertise – indeed, 
intelligent application of professional knowledge about people and organisations will be 
needed more than ever, but HR’s skillset must evolve. HR’s emerging skills in analyt-
ics, organisation development and design, combined with understanding of fnance and 
systems, provide a unifed organisational efectiveness capability, according to Ulrich. 
Finance and HR teams therefore should work more closely together to build a greater 
mutual understanding of their respective cultures and perspectives, including of the sig-
nifcance of HR to the business model and how its performance can be best measured. 

Te HR Director should be a catalyst for change and support the HR team in mak-
ing the transition to new roles by clarifying what they look like in practice and actively 
coaching the team in the early stages of transition, rather than letting the team muddle 
through. So when recruiting for new roles in Agile, HR must update and modernise 
its current understanding, for example, of how do you hire a Product owner or Scrum 
master? How do you develop them and make sure you capture their contribution to the 
business? 

A really high performing HR director has a high calibre team to match. Te team’s 
roles will have been carefully chosen and staged in over time so that line managers are 
ready for their devolved responsibilities and have the human resource information sys-
tems, helpdesks and training to prepare them to take on these responsibilities. HR roles 
– typically expert, business partner and shared services – will have been worked through 
so that colleagues do not end up competing with each other for the ‘client’ but see greater 
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credibility in ensuring that the client receives exactly what is needed, from the best peo-
ple to deliver the service. 

Te HR team itself will be modelling high-performance work practices, especially 
learning from each other. Foundational elements include the basic consultancy, facili-
tation, project management and change management skills, and the business acumen 
practitioners need to equip them for their roles. HR professionals should also be develop-
ing key specialist expertise in areas such as merger and acquisition experience, organisa-
tion design and employee relations, to name but a few. Te team will import and export 
staf members with other functional and business backgrounds so that collectively the 
language and service delivery modes are seen to be integral to the way the business oper-
ates at its best, rather than ivory tower. 

Managers who are willing and able to support teams 

Many managers have no problem coaching individuals, yet struggle to coach teams, or 
to navigate team dynamics when teams are mainly self-organising. Some managers may 
lack the skills for this, and some may consider that acting as coach undercuts their status 
and formal authority. As Cappelli and Tavis (2018) point out, the companies that most 
efectively adopt agile talent practices invest in sharpening managers’ coaching skills. 
By providing support tools and development HR can make all the diference to manager 
efectiveness in coaching teams. 

One company helped managers with a technical background to develop coaching 
skills by using virtual reality ‘embodiment’ to help managers experience what the ‘coa-
chee’ might feel when being coached by them. Tis provided a safe and personalised 
space for managers to practise and grow in confdence and competence until they were 
ready to coach people for real. Supervisors at Cigna go through ‘coach’ training designed 
for busy managers. Tis is broken into weekly 90-minute videos that can be viewed on 
demand. Te supervisors also engage in learning sessions, which are brief and spread 
out, like ‘learning sprints’ in agile project management, to allow individuals to refect 
and test-drive new skills on the job. Peer-to-peer feedback is incorporated in Cigna’s 
manager training too: colleagues form learning cohorts to share ideas and tactics. 

Another company in the healthcare sector uses fndings from its annual Employee 
Experience survey to help develop manager awareness and skills. In healthcare, the 
close link between employee satisfaction and patient satisfaction has been extensively 
researched. In follow up to the survey, managers receive an aggregated report of their re-
spective team responses and the information is also captured in the organisation’s talent 
platform. Trough cutting-edge analytics, employee survey results are linked to patient 
satisfaction data, allowing managers to prioritise employee experience improvements 
that positively impact patient outcomes. 

Making resources such as self-guided development
programmes widely accessible 

Learning and Development will be key to upskilling people. Technology broadens access 
to experiences and magnifes the learning through sharing them. Technology-enabled 
training allows insights to be shared from training platform to application and can also 
create active networks of learning among the individuals that are trained. New appli-
cations which help learners to do things in real time and in real situations (rather than 
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learning and remembering) and which provide accessible curated knowledge, have been 
given a boost by the coronavirus emergency lockdowns. Some universities for instance 
are now ofering students online courses that go beyond e-learning to also provide a rich 
learner experience. 

Tus potentially, technology can lead to an improved employee experience be-
cause a less submerged HR has the means to improve its service levels by being both 
relationship-led and also through the use of next-generation automation and artifcial 
intelligence. Tis could enable HR to more actively play a strategic role and act as inno-
vation hub – collaborating with other disciplines to share knowledge, working on change 
programmes, designing spaces and facilitating connections. HR teams should therefore 
consider which core elements of HR process can be standardised, to free up space for 
needed innovation and shared learning. 

Analytics 

Today, the discipline of people (or workforce) analytics, that in large organisations typi-
cally began as a small separate technical group who analysed employee engagement and 
retention, and used digital tools and data to measure, report and understand employee 
performance, has now gone mainstream. Cloud computing and Big Data should revo-
lutionise the HR function’s potential for fact-based decision-making and provide new 
value for the bottom line (KPMG annual ‘HR transformation study’, 2016). Analytics 
and AI have come together, along with machine learning, in companies like Ford that 
have expanded the people analytics function to work across all segments of the business, 
including fnance, HR and operations with analytics embedded into their entire work-
force management process and operations. Analytics are being applied to recruitment, 
performance measurement, reward, workforce planning and retention. Recruitment, es-
pecially high-performance hiring, is the primary area of HR practice being revolution-
ised by analytics and artifcial intelligence (Collins et al. 2017). 

What Josh Bersin (2013) once called the ‘datafcation of HR’ is not about building an 
HR data warehouse but delivering actionable business information. Tis can be used 
for the systematic identifcation and quantifcation of the human drivers of business 
performance – such as what are people doing, how engaged they are, how much absen-
teeism is there, how competent are they – and to understand how these drivers infuence 
business outcomes. 

However, take up of analytics by many HR teams remains slow. In the CIPD ‘HR 
Outlook’ survey (2016) only a third of HR respondents reported a ‘managed’ and robust 
approach to analytics. Similarly while most HR respondents in Deloitte’s ‘Global human 
capital trends’ (2015) rated analytics as ‘important’ or ‘very important’, only a few 
reported improvement in analytics capabilities. 

Tings are changing however and in some global companies digitally powered en-
terprise analytics give companies a much more detailed ‘real-time’ view of management 
and operational issues that can produce actionable insights for the business. Tis is usu-
ally only possible when HR data is integrated with fnancial and other business data and 
when systems give more fexible access to information, so a multi-disciplinary approach 
to data is required. HR must therefore become comfortable in creating and using data 
diferently and take steps to ensure its accuracy. Tis is not just a question of sofware, 
but data function, data quality and also requires a range of skills – business knowledge, 
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problem solving, data visualisation, statistics and consulting – within the HR team or 
which the HR team can access. 

Using data skilfully can transform how HR infuences business decision-making. 
While management teams may sometimes accept at face value that investment in rec-
ommended activities is a good idea – proposals for leadership training, for example – 
evidence of value added makes the case more powerfully, focusing on outcomes not just 
processes. Analytics can help HR tell the story about the potential business benefts of 
HR processes and initiatives, such as return on investment. For instance, the HR team 
at Unilever has quantifed that for every $1 invested in health and well-being initiatives, 
they get a return of $2.50, thus demonstrating both the business and the employee value 
of people analytics. Using analytical methods to understand links between people and 
results can help diagnose problems more clearly and evaluate the impact of interven-
tions. In future, predictive analytics tools and Deep Learning, as yet in their infancy, 
should make it possible to gain insights from data regarding future engagement, recruit-
ment, performance, employee mobility, retention and other issues. 

Monitoring employee interactions 

Te increasing efcacy of big data and data analytics is helping businesses make bet-
ter informed decisions about talent management, succession planning and health and 
well-being. Qualitative data can be as, or more, important than quantitative. Tere has 
been signifcant growth in the use of organisational network analysis (ONA) and of 
‘interaction analytics’ (studying employee behaviour) to better understand opportuni-
ties for business improvement, according to Bersin by Deloitte (2017). It is also used 
to monitor worker collaboration patterns with external and internal stakeholders. GM 
for instance used ONA to stimulate innovation by analysing the connections between 
employees to determine how to bring together the people most likely to have the highest 
impact on innovation and product design to work together on projects and teams. People 
who are intrinsically motivated for innovation usually have more interest and curiosity, 
which in turn enhances performance, persistence and creativity (Ryan and Deci 2000). 
GM also used a variety of methods to help create the environment most conducive for 
creating and sharing ideas, which is known as the ‘Adaptive Space’. Tis HR-initiated 
process has enabled GM to launch many innovative products, as well as initiate a new 
process to improve buyer–supplier relationships. 

Understanding the employee experience 

Data analytics can be used to constantly track and assess the employee experience. It can 
reveal diferent patterns of workplace behaviour, demographics and workplace absence 
that can inform well-being interventions and improve workplace culture, work-life bal-
ance and employee engagement. Sentiment analysis using social media makes it easier 
to keep in touch with employee concerns and mood. It helps identify workforce feelings 
about particular topics and provides a granular look at employee engagement without the 
need for a major survey. Many companies now actively use social network analysis and ex-
ternal data to understand attrition, retention, and other performance metrics and identify 
local candidates who may be ‘likely to look for new jobs’. At Microsof people and network 
data has provided critical insights about work-life balance in a high-performing team. 
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Unilever has infused AI and analytics throughout the employee journey. Unilever has 
also invested in listening to employees through natural language processing tools such 
as Unabot, the chatbot built in partnership with Microsof. Tis continually learning bot 
is the frst port of call for all Unilever employee questions and is able to flter and apply 
information and respond appropriately based on whom it is speaking to, recognising 
factors such as geographical location and level of seniority in the company. 

However, due to the sensitive nature of people analytics programmes, organisations 
must treat very seriously questions of data confdentiality, local regulations regarding the 
use of employee data, and the risk of public disclosure of private information on the or-
ganisation and its employees. Advanced people analytics programmes increasingly rely 
on the intersection of data from HR, operations and external sources. Data quality must 
be part of every analytics discussion and it is t important to educate HR’s stakeholders 
and implement data governance programmes to clean and maintain data accuracy and 
consistency across HR and operational data stores. Moreover, training for both HR and 
other business functions – for instance on the application of standard tools, and stand-
ardisation of reports and dashboards – will be critical to operating at scale. 

Terefore, it is becoming important for HR to have specialist analytical expertise 
within the function, or at least readily available, to improve the function’s ability to col-
lect and manipulate internal data. AI has the biggest impact when it is developed by 
cross-functional teams with a mix of skills and perspectives. Having diverse teams of 
business and operational people working side by side with analytics experts should en-
sure that initiatives address broad organisational priorities, not just isolated business is-
sues. Tis will improve HR skills, not just in data analysis and research methods, but also 
in relating HR data to business – and taking a wider, systemic view of evidence and how 
diferent HR policies or interventions work together. Becoming evidence based helps HR 
to move away from silos, make accurate and timely decisions with committed outcomes 
and be seen as a more credible business partner. 

Making the transition 

Tough transition to a more agile and strategic role can be difcult, it is certainly not 
impossible. Several of the case studies in this book, featuring the activities of HR practi-
tioners who are making a strategic contribution to their organisations, should ofer hope 
and practical insights into how others have made the shif. I am very grateful to Frances 
Hewison, Director of Human Resources and Organisational Development and her col-
leagues at the UK’s Manchester Metropolitan University (MMU), for the following case 
study which illustrates elements of co-creation in the digital transformation of HR. 

Case: transforming HR into a strategic partnership at MMU 

With a workforce of 5000, MMU is one of the UK’s top ten universities for knowledge 
transfer partnerships. Back in 2016, the University’s HR&OD Directorate was facing a 
few challenges. It was operating as a high-volume transactional service provider, yet the 
service team involved were mostly not engaged, there was high staf turnover, a pressur-
ised working environment and a good deal of frefghting. Systems and processes were 
mostly paper based and complicated; there was no standardisation and unclear ‘hand 
ofs’. From the customer perspective, the HR function was inaccessible and provided 
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inconsistent service with poor response times. Other professional service units were 
viewed in similar light by their users. 

‘One PS’ 

In early 2018, a new vision was established for Professional Services. Te purpose was 
clear: to enable students and colleagues to achieve their best and to set the bar for Profes-
sional Services in Higher Education. Te aim was to bring together over 2,000 staf into 
one integrated Professional Services function, with structures, processes and systems 
united under the brand ‘One PS’ (One Professional Services). 

It was recognised from the start that shared values and ethos would be critical to suc-
cess. HR led in shaping the values and a shared identity for ‘One PS’ whilst delivering a 
university-wide structural change programme. Te four ‘One PS’ Values are: 

• We Are One Team 
• We Understand Our Contribution 
• We Are Proud of our University 
• We Are Future Focused 

Te process of co-creating the values, and the conversations and connections generated, 
was fundamental in the establishment of ‘One PS’, since it empowered and enabled col-
leagues to think beyond the boundaries of their immediate teams. Trough workshops, 
stories and real-life examples, the supporting behaviours for the values were identifed 
and exemplifed through a range of examples. Tis creative and authentic approach was 
well received and provided an opportunity to explore what the Professional Services 
Values mean within diferent functional contexts. 

A ‘One Team’ Service Delivery Group was created to support the University’s ambitions 
and the ‘One PS’ vision by identifying opportunities to improve the end-to-end customer 
experience across PS functions. As part of One Team, the HR team took a strategic ap-
proach to their programme of work, both developing new ways of working for the Uni-
versity and also exemplifying these behaviours through their own work and interactions. 

Transforming HR and OD 

‘One HR’ was established to improve and integrate the core HR service delivery ofer. 
‘Big HR Conversations’ brought together staf in workshops and focus groups to identify 
challenges and co-create solutions that would shape future HR services. Te HR team 
defned what they wanted to be known for: ‘A supportive team who respond to queries 
efciently and ofer constructive advice and guidance’. 

Te People Strategy (2020–2025) vision statement is as follows: 
‘Our people’s collective talents will deliver the University’s driving ambition to dis-

cover and disseminate knowledge and make higher education accessible and benefcial to 
all those with a passion and ability to succeed. Te People Strategy provides a framework 
for how we recruit, engage, manage, develop, reward and retain people to deliver this 
mission’. Te strategy would be supported by the following enablers: 

• A mainstreamed approach to equality and diversity 
• A governance structure that enables delivery and embedding of the strategy 
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• A HR & OD Service that is sufciently fexible to support the delivery of the 
University’s objectives; is data informed, digitally enabled and human at heart 

• A framework of co-created values and behaviours that supports an environment of 
engagement and achievement 

Having reviewed resources, the HR&OD team partnered with Accenture to process 
re-engineer the function to better support University priorities and produce customer 
focused service improvements. A new team structure and training approach were intro-
duced. Tis work also included: 

• Establishing the HR Service Centre, strengthening professional expertise in service 
delivery, and moving towards more generic roles and secondments to broaden and 
enhance skill sets. 

• Realigning similar services and connected disciplines (service centre, resourcing, 
reward and systems) to remove silo working and develop consistent approaches. 

• Moving the University Teaching Academy (UTA) into HR, to ensure a coherent 
approach to organisational development for all staf. 

• Implementing HR Service Management in partnership with IT (ISDS) and Exter-
nal Relations, streamlining and automating HR services for quick, efcient case 
management and data. 

• Introducing a new HR&OD intranet, co-created via informative feedback, ena-
bling ‘employee relevant’ frst line support. 

Processes were simplifed and digitally enhanced through Robotics Process Automation 
(RPA). Colloquially known as ‘HRbert’ RPA was applied to the top fve processes that 
impact on many people: 

• New Starters 
• Contract Changes 
• Family Leave 
• Sessional Contracts for Associate/Hourly Paid Lecturers 
• Leavers 

Te automation of such fundamental, high-volume processes has resulted in many ben-
efts such as reduced transaction volume, improved speed of process, greater visibility 
of information and accessibility of data. Te team can now use data to inform service 
improvements, manage and measure performance, fex the service to meet business 
needs and introduce innovative ways of working. Te team has also collaborated with 
other services to share best practice in streamlining processes through Robotics Process 
Automation. 

Recruitment was an early target for process improvement. Research confrmed that 
the University faced a number of candidate attraction challenges. Tere was an unin-
spiring careers site, an Applicant tracking system (ATS) that was not ft for purpose 
and a poor mobile experience for candidates that failed to fully showcase the Univer-
sity’s brand or promote its proposition as an employer. Tere was a lack of social me-
dia presence for a ‘candidate audience’ and not surprisingly low numbers or quality of 
applications. In addressing the challenge, the team looked at the candidate experience, 
benchmarked the old careers site, then built a new recruitment website, created more 
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people focused content, developed recruitment collateral such as electronic magazines 
and brochures and a LinkedIn presence to elevate the university’s digital brand aware-
ness and replaced the ATS. Tese measures have produced a digitally simplifed and 
enhanced process that has increased the attractiveness of the university’s ofer to candi-
dates and signifcantly improved results and appointments. 

Te team’s collaborative approach to reviewing and co-creating key HR processes 
with a range of stakeholders resulted in an improved customer experience. Commu-
nication about actions being progressed by HR&OD, with results shared in a ‘you said, 
we did’ style, has been key to building confdence in the service. Other major projects, 
already in development, include a revitalised leadership and management development 
programme and a new PDR scheme, underpinned by the principles and behaviours set 
out in the Professional Services Values. 

Te ‘One PS’ values were also used to inform and shape a number of targeted joint 
development activities with teams across Professional Services. A Professional Services 
conference, themed around the values, led to a number of projects and priorities being 
identifed where respective Professional Services Directorates can collaborate together, 
combining resources to strengthen capacity and desired outcomes. For instance, teams 
across HR, Careers and Employability and External Relations work together to support 
priority initiatives connected with student and graduate employability, a key business 
target. Tis has created impetus for further engagement with other Directorates to par-
ticipate in joint working on projects and initiatives. 

Te HR&OD team also guided the wider transformation of Professional Services. Re-
locating into a new building with 650 other Professional Services colleagues, HR&OD 
led on developing a shared way of working that was a critical success factor in aligning 
Directorate teams beyond mere organisational structures. In a pioneering move for the 
higher education sector benchmarking took place both internally and externally across 
Professional Services utilising the Professional Service Quality Survey (PSQS). Survey 
results were the focus of senior executive level scrutiny and were shared with the Pro-
fessional Services leadership group as well as the wider staf community. Actions for 
improvement were identifed by each Directorate. Te results provided the team with 
excellent insights and benchmark data which have enabled them to identify trends and 
make signifcant improvements, strategically and collaboratively. 

Te University continues to reap longer-term benefts from this work as well as meas-
urable short-term improvements including a positive impact on customer service and 
reductions in work volume. Previously siloed and competitive approaches have been 
replaced by a shared focus on Professional Services improvement, driven by the Pro-
fessional Services Leadership Team, and a strongly collaborative culture. By increas-
ing engagement and breaking boundaries down between teams there has been greater 
sharing of ideas, greater efciency and added value. Tus, through the core themes of 
collaboration, shared working and learning underpinned by the ‘One PS’ values and 
measuring performance and impact, HR&OD have embedded a strong customer ser-
vice ethos throughout the HR and OD Directorate as well as ‘One PS’. As leaders and 
partners in cultural change HR&OD are making a measurably positive diference to 
this university. 

Refective activity 

• Where on the HR maturity scale below would you place the case study described 
above? 
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Figure 5.1 A typical HR maturity scale. 

CONCLUSION 

We have discussed the need for HR to become agile and employee-centric. Digital tools 
can help HR (continue to) provide a relevant and efective service in a fast-changing 
landscape. We have looked at agile working practices such as co-creation and working 
iteratively and explored the necessity of embracing technology, analytics and becom-
ing evidence-based. We have discussed some of the barriers to HR becoming agile. 
Because HR touches every part of an organisation – and every employee – its own agile 
transformation may be even more extensive (and more difcult) than the changes in 
other functions. Te shif entails moving from a ‘supply-led’ agenda to delivering a 
‘demand-led’ outward-focused strategic agenda, focused on stakeholder outcomes. 

To become an agile function that can exploit its potential critical strategic contribu-
tion, the shif required is perhaps less about structures and more about mindset. HR 
teams must understand and refect the business context and direction in their own prior-
ities. Te HR function’s own work practices must become agile and provide end-to-end 
employee/customer value at speed, which may require upskilling HR itself. By turning 
analytics/data into insight, HR can become a thought-leader and identify where best 
to channel its energies to support the workforce, organisation culture and values. HR 
should also build relationships with key stakeholders and work collaboratively with IT, 
fnance, marketing and other functional departments to deliver greater value. In the next 
chapter, we shall explore what crafing an agile HR strategy might entail. 
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As discussed in the last chapter, the outcomes of a strategy (variously called an HR, or 
Human Capital, or People, or Talent, or Workforce, or Organisational strategy) have 
become the specifc people capabilities – including talent, leadership and culture – 
that an organisation needs to succeed in its marketplace. While the outcomes of these 
activities will vary according to the nature of the business strategy, the HR strategy 
itself should be integral to business strategy and adapt to meet the evolving needs of 
the business. 
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CHAPTER OVERVIEW 

HR strategy defnes the strategic and operational HR contribution to shaping a high-
performance culture and work environment and ensuring availability of competent 
people. In this chapter, we consider how such a strategy (referred to here as ‘HR strategy’) 
can be developed, especially for an organisation pursuing agility. Tere is no one ‘right 
way’ to develop an HR strategy. What is proposed here is intended as a set of thought 
starters rather than a methodology. We shall cover: 

• About HR strategy 
• Developing HR strategy 
• A process for developing HR strategy 
• HR strategy as culture change 

LEARNING OBJECTIVES 

• To explore a process for developing HR strategy 
• To identify some of the factors that must be considered in crafing a strategy 

INTRODUCTION: ABOUT HR STRATEGY 

A well-crafed HR strategy provides the route map for HR to add value and be seen to 
do so. HR strategy connects the eforts of the HR team to business strategy, helping to 
secure, develop and retain the people the organisation needs for success. It sets out the 
desired outcomes, priorities and ways of achieving these. Alongside the strategy, detailed 
plans specify who is responsible for doing what by when. Te outcomes of successful HR 
strategies should improve the probability of achieving the business strategy, providing 
an answer to Ulrich’s challenges: 

• How can we build an organisation that adds value to customers, investors and 
employees? 

• How can HR do something that makes a diference in business results? 

Any HR strategy should set out a clear vision for how HR can help the organisation 
achieve sustainable high performance when confronting today’s volatile and complex 
business landscape. Wayne Brockbank (1997) suggests that HR teams must defne how 
they are going to contribute unique value to their organisations: ‘if HR as a whole is 
unclear about its purpose, what can be expected from the rest of the company about 
the purpose of HR’? Brockbank’s criteria for developing a departmental point of view 
include: 

• Is it formally stated or is it ad hoc and assumed? 
• Does it comprehensively cover the whole organisation thereby encouraging the 

corporate whole to be greater than the sum of the parts? 
• Is it linked to issues that are critical to long-term corporate success? 
• Does it create explicit and measurable results? 

To these criteria I would add, does it promote good outcomes for both the business and 
its workforce? 
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Figure 6.1 Business-centred value chain and strategic HR outcomes. 

So what kind of organisation would you wish to see? As we discussed in the last chap-
ter, this vision defnes some of the key areas of HR’s longer-term focus, as well as the 
immediate priorities within that. A typical vision of a high performing organisation is 
one that attracts and retains the best people, is a great place to work and has high com-
mitment work practices and strong corporate values which people are attuned to. Such 
an organisation has excellent leadership and a healthy culture and structure supportive 
of innovation, teamworking, fexibility, knowledge-creation and sharing, where people 
are able to work well across and beyond organisational boundaries. 

Delivering such a vision in a fast-moving context can be challenging since little stays 
the same for long. As organisations seek greater fexibility by adopting the techniques 
and methodologies of agility, business leaders increasingly expect the Human Resource 
function to manage the planning and transition to new organisational forms and ways 
of working and to ensure their organisation is prepared for all eventualities, while also 
keeping employees onside (World Economic Forum 2018). 

Agility will mean reimagining the routines and limits of today’s jobs to embrace agile 
principles and philosophy, for instance empowerment, customer-centricity experimenta-
tion and iteration. In today’s competitive marketplace products and services must be in-
novated continuously to meet the changing demands of the marketplace and customers. 
Desired outcomes might be specifed in terms of behaviours. For innovation, everyone 
needs to be externally aware and savvy, allowed to act on such knowledge and willing to 
share ideas. What will be required to achieve such behaviour change? 

A systemic view of how behavioural change can happen is needed. So for an agile 
business strategy which calls for human fexibility, joint working and responsiveness, 
it’s about building fexibility and adaptability into roles, responsibilities and structures 



    

 

 
 

 

 
 

CRAFTING HR STRATEGY • 137 

to enable people to act quickly and efectively. It’s about developing agile leadership, for 
example through the integration of leadership development, high potential development, 
career and succession planning. It’s about building dynamic, two-way communications 
across the organisation. 

Since sustainable high performance and innovation depend on high levels of em-
ployee engagement and well-being, HR strategy must also focus on activities, such as 
training, well-being and career programmes, that enhance the employee experience and 
lead to outcomes such as increased staf motivation, competence and performance and 
build a better, more efective organisation culture that is conducive to innovation and in 
which employees can thrive. 

Being future-focused, HR strategies should be transformational and set clear 
objectives for HR in the areas of workforce planning, talent development, succession 
planning, and organisation development and change programmes to ensure the future 
of the organisation. HR strategies defne the values, culture and the key principles which 
will underpin organisation design and reward and diferentiate the organisation in the 
employment market. HR strategy identifes key gaps with respect to desired (‘to be’) and 
current (‘as is’) culture and people management and how these gaps can be closed. In a 
very real sense, an HR strategy becomes a culture change tool. 

HR strategy should also outline HR’s proposed service quality and cost containment 
contributions to business success. It should clarify the underlying philosophy behind 
how the HR function delivers to the business and the nature of service that it wraps 
around the core products and role, as we have discussed in previous chapters. It should 
acknowledge that, to be sustainably high performing, HR itself must be agile. An agile 
HR function keeps HR processes and systems simple and ft-for-purpose to enable work-
force empowerment and the HR team to move faster. Te function continues to provide 
recruitment, development, performance management and other HR services – but using 
an agile approach that is less bureaucratic, customer-centric, embraces technology and 
open to co-creation. 

In short, an HR strategy should: 

• Create a people and organisational mission for the business, not an HR agenda 
• Identify and build the people and organisational capabilities required for sustaina-

ble success e.g. agility, innovation, speed, customer focus, fexibility and employee 
engagement 

• Ensure the organisation has the right talent and leadership in the right place at the 
right time focused on the right things 

• Transform the business to ensure it meets its full potential 
• Create an agile and high performing HR team. 

DEVELOPING AN HR STRATEGY 

Developing such strategies requires an understanding of the business, its business model, 
market strategy, value chain, core business processes, industry dynamics and the com-
petitive landscape, and how all these elements impact human capital requirements and 
HR activities. HR leaders must use these insights and the vast amounts of data they can 
now access on recruitment, retention, performance, employee engagement and so on, to 
work out the implications for human capital and the employee experience throughout 
the HR lifecycle – everything from hiring and performance to well-being, diversity and 
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inclusion. It is how HR gathers, evaluates and interprets that data to drive their strategy 
that really matters. 

Crafing an HR strategy provides an opportunity for the HR Director and team to 
infuence thinking and practice at senior levels and more widely. HR is responsible for 
agreeing with senior executives which HR goals and practices to introduce and for their 
quality. Business decision-making at senior level typically focuses on projected costs, 
risks and revenues, with the people implications ofen an aferthought. 

While costs need to kept low on all fronts – not least within HR itself – alignment 
with business strategy is not just about obeying bottom-line operational imperatives, 
such as designing the most cost-efective structure, or integrating cultures as fast as pos-
sible following a merger. Since a company’s workforce is its most precious asset, it is also 
crucial to work out how to build an organisation that people want to work in and give of 
their best to, and therefore what deserves attention. Afer all, people implement strate-
gies, people envision the future, people get engaged and excited about their organisation, 
people lead others, people undermine eforts, people require re-skilling, people follow 
processes, people connect to customers, people generate business results and so on. For 
instance, staf well-being, previously ofen considered an expensive ‘nice-to-have’, is now 
recognised as intricately linked to talent retention and business success. So HR strat-
egy must spell out respective responsibilities: if HR teams are responsible for designing 
and implementing well-being policies, the C-suite must be involved in the planning and 
championing of robust initiatives and line managers in their implementation. 

To infuence the conversation, given the signifcant shifs in culture and people capa-
bilities required in the digital age, the efective HR director is in there when the business 
decisions are taken, shaping thinking with reasoned and data-based arguments so that 
the people implications become integral to the business decision-making process. A crit-
ical success factor is to think and talk like a business leader – making sure you know all 
the business issues your frm is facing as well as understanding the concerns and level 
of strategy experience of the management team. Tis can help you position the people 
implications as strategic risks or opportunities and avoid potential pitfalls. 

Planning is vital 

Business agility does not just happen – we need to plan it into our thinking and decisions – 
including our workforce and employment decisions – to pave the way for dealing with 
increasingly complex systems and problems in new ways. Of course, when crafing a peo-
ple strategy, it is much easier to plan if there is a clear business strategy on which to focus. 
However in fast changing times, when business strategy has to dynamically adapt to 
new circumstances, and a large organisation may have several business models running 
concurrently, such clarity is ofen lacking. Similarly, business strategy may be out of date 
before it is implemented if rigid thinking causes executives to ignore the changing de-
mands of the market. Take the demise of the clothes retailer Te Arcadia Group in 2020 
which had failed to move with the times, had not developed an active online presence 
and whose leadership approach was described as ‘analogue thinking in a digital age’. 

I would argue that there is no inherent contradiction between agility and longer-term 
planning, as long as planning is underpinned by resilience competencies – such as an-
ticipation, cognitive agility and learning from experience – that enable the organisation 
to change tack and adapt to changing needs. In previous editions of this book, I drew 
distinctions between planned and emergent approaches to strategy and change. I would 



    

  
 

CRAFTING HR STRATEGY • 139 

argue that the ability to ‘strategise’ encompasses both. In times like these, it’s not a case 
of working either on the short-term issues or the long-term goals; it’s important to do 
both/and, even if that means adjusting priorities from time to time as conditions change. 

Capacity to act is essential 

Planning alone does not result in action. Purcell (2006) and Becker and Huselid 
(2006) emphasize the importance of strategy implementation. Strategising helps close 
gaps between awareness-raising, planning and implementation since when people are 
involved in the formulation of the strategy, they ‘own what they help to create’. Tis is 
not necessarily strategy in the sense of analysis and planning, systems and processes. It’s 
more about strategy operating as a way of thinking and of acting – as communication, 
mindset, fexibility of thought and awareness. Tat change-ability develops when more 
people are involved in the strategy-making process and can co-create elements of strat-
egy, therefore stakeholder involvement is a vital ingredient in the development of any 
strategy, especially HR strategy. 

Since HR strategies are mostly implemented by line managers, involving these key 
stakeholders whose combined knowledge of the business is wide-ranging can help de-
termine the priorities and ensure relevance and ownership. Strategising also applies to 
the workforce who are closest to the customer. If staf are given opportunities to un-
derstand the business challenges and feed insights into management decisions, they are 
more likely to understand and be open to change if adjustments to new situations are 
necessary. 

A speaker at a business conference likened strategy in turbulent times to steering a 
canoe through fast moving water. If you paddle at the same speed as the water, the cur-
rent will take you where it chooses. If you paddle fast to get ahead of the stream, you 
have more chance to progress in the way you desire. Terefore people strategies must be 
adaptable and evolve with the needs of the business. In other words, the HR team and 
executive leaders must be able to think and act in a strategically aligned way, identify the 
broad direction of travel, act on issues that must be addressed swifly and ensure that 
short-term demands can be met in a way that delivers longer-term value. 

Implementation is likely to be more efective if the strategies formulated are practical 
and can be put into efect without too much difculty. Te aims should be to (1) keep it 
simple; (2) spell out how the strategy is to be implemented as well as what is to be im-
plemented and (3) ensure that support is given to line managers in the shape of advice, 
guidance and training (Guest and Bos-Nehles 2013: 80–81). 

Considerations in developing an HR strategy 

Where to focus? 

Te key question is – where should HR strategy focus? Even when an organisation is in 
steady state there are so many areas where an HR team potentially could add value that 
there is a risk that efort is spread too thin. Conversely, in times of change, the danger 
is to focus only on the highest priority short-term items. Te challenge is to strike the 
right balance. Te choice of where to focus will depend on the type of organisation, its 
situation, what it is trying to achieve, whether the organisation is downsizing, growing – 
through acquisition or organically – going international and a host of other variables. It 
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will also depend on labour market conditions, employee relations and other issues which 
afect the organisation’s ability to deliver its business goals. 

Te HR value chain, based on the work of Paauwe and Richardson (1997), and one of 
the best-known models in HR can help provide some focus. According to this, everything 
we do (and measure) in HR can be divided into two categories: HRM activities and HRM 
outcomes, which are supported by HR enablers such as HR’s own organisation design, 
budget, technology, processes, functional organisation, budget, capable professionals 
and other key elements. If HR lacks well-trained professionals, if the budget is low, or if 
the systems are outdated and hamper innovation, HR will be less efcient in delivering 
its services, or reaching its HR outcomes and business outcomes. 

HRM outcomes are the goals we try to achieve with the HRM activities. Tese are 
the outcomes that are traditionally seen as important HR Key Performance Indicators 
(KPIs). Typical HR outcomes might include employee engagement, retention, workforce 
competence and performance, workforce costs and talent metrics. Wright et al. (2003: 
324) argue that we should move away from standard measures of performance such as 
productivity, sales and profts, to a wider defnition that takes into account performance 
in terms of fexibility, agility and legitimacy (Boxall and Purcell 2003), as well as aspects 
of employee well-being such as satisfactions, stress, job security and so on (Peccei and 
Van De Voorde 2019). 

A coherent HR strategy will prioritise those issues which have the biggest potential 
impact on the organisation’s ability to deliver its strategy. To deliver these outcomes, 
various HR activities need to take place – such as workforce planning, recruitment and 
selection, performance management, development, compensation and benefts, training, 
and succession planning. As we discussed in Chapter 1, exactly how HR practices impact 
on individual and organisational performance is unclear, ofen referred to as the ‘black 
box’ (Purcell 2002) and remains a source of debate. Yet there is broad consensus that 
three categories of HR activity, ofen referred to as ‘bundles’, act on intermediaries to 
performance – such as employee retention, engagement and commitment – since they 
afect employee ability, motivation and opportunity (AMO). In the ability bundle, HR 
activities that enhance people’s skills include recruitment, onboarding, training and ro-
tations. For motivation, HR activities that enhance employee energy levels include ap-
propriate goal setting, feedback, career growth and compensation, employee well-being. 
Opportunity bundles contain activities that empower employees such as voice, inter-
esting jobs, working in cross-functional teams, diversity and fexible job descriptions. 
Although the basic commitment strategy principles may be the same everywhere, how 
they are put into operation may difer across business strategies and across jobs. 

PROCESS FOR DEVELOPING AN HR STRATEGY 

A typical fow of activities in developing strategy is as follows: 

• Understanding the business and its people 
• Horizon scans internally and externally 
• Establish the top fve priorities 
• Involve others and share widely to gain maximum input at all stages 
• Benchmark across both industry-specifc and non-specifc companies 
• Monitor and measure progress 
• Produce a user-friendly working document in a simple language 
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Figure 6.2 Process fowchart for developing HR strategy. 

Another process fow maps out the following key stages. As with any strategic planning 
process, the frst stage usually involves conducting a rigorous initial analysis – to cover 
business needs, corporate culture and internal and external environmental factors. Di-
agnosis is required to get to the root cause of problem areas, or where there are large gaps 
between the ‘as is’ and ‘to be’. For Ulrich et al. (2017), organisational diagnosis should be 
at the heart of strategic partnership – analysing what factors make for efectiveness and 
generating ways to assess and improve those. 

Defne the business – what is it aiming to achieve? 

Business strategy types 

Of course, business strategies come in many forms. Michael Porter (1985) defnes three 
generic strategy types that can attain competitive advantage: cost leadership (achieving 
scale economies and utilising them to produce high volume at a low cost); diferentiation 
(creating uniquely desirable products and services) and market segmentation (or focus – 
ofering a specialized service in a niche market). Porter then subdivided the Focus strat-
egy into two parts: ‘Cost Focus’ and ‘Diferentiation Focus’. A company also chooses one 
of two types of scope, either ofering its products to selected segments of the market or 
industry-wide, ofering its product across many market segments. 
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Figure 6.3 Treacy and Wiersema’s value disciplines. 

Figure 6.4 Matching strategy to HR policies. Example: innovation-led strategy. 
Source Professor Stephen Bevan, IES. 
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Another of the many models for categorising business strategy types, similar to the 
Porter categories, is Treacy and Wiersema’s Value Disciplines (1995). 

To align with each business strategy type (Operational Excellence, Product Leader-
ship and Customer Intimacy) diferent practices and capabilities are required so HR 
strategies will vary accordingly in terms of the work arrangements, stafng, skills, style 
of management, reward policy required and so on. So, for a product leadership/innova-
tion strategy, talent with high levels of mental agility is required. 

Paauwe (2004) argues that HRM should be an enabler of a whole range of strategy 
options and be organised to do so. Organisations may have a number of business strate-
gies running concurrently in diferent parts of the business so diferent HR plans may be 
required for each distinct subset of the main business according to the market conditions 
of the time, and whether appropriate talent is plentiful or scarce. 

Business processes 

Businesses ofen use value chain models to identify opportunities for cost savings and 
diferentiations in the production cycle. Value chains track the elements and streamline 
the processes that take a product from concept to market. External factors also afect 
company value chains, including HR’s own value chain to the business, such as talent 
shortages. Value chain analysis is a tool (frst introduced by Michael Porter in 1985) for 
understanding where a company creates superior value to that of its competitors. So HR 
practitioners must understand the company’s value chain, how value is created, how well 
key process are working and how their people elements can be improved. 

Refective activity 

• Where is your company/institution going? What are its key strategies and business 
goals (Cost? Quality? Innovative products?) 

• What is its competitive advantage? Is the product innovative? Will customers pay 
for it? 

• How well are the key business processes working? What are the barriers? 
• What is changing to address these barriers, e.g. new technology? 
• What do these strategies imply for the nature of people, skills and ways of working 

required to deliver the business? 

Analyse the context 

To develop ‘outside-in’ strategies a thorough study of external factors afecting the busi-
ness and its customers is required: competition, economic conditions, political/legislative 
atmosphere, competitive climate, market conditions, industry outlook, labour market 
and trends in technology. Within any industry, many of the dynamics change over time 
in ways that alter the nature of competition. Key factors are momentum, windows of op-
portunity and the social/organisational climate as well as the phases and cycles of change. 
HR must fully understand the strategic drivers for the business and implications of the 
competitive environment, including the political and cultural context of the organisa-
tion. For instance, with a Product Leadership strategy, how technology can help world-
wide project teams to bring new concepts to market faster and respond more quickly to 
customer needs, while at the same time reducing costs, including workforce costs. 
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A Pesteli analysis looks at some of the external context factors bearing on the business 
that potentially infuence demand for company services, such as the changing customer 
base and customer needs that afect the resources and level of funding required: 

• Political factors – both big and small ‘p’ political forces and infuences that may 
afect the performance of, or the options open to, the organisation 

• Economic infuences – the nature of the competition faced by the organisation or 
its services, and fnancial resources available within the economy 
• What customer categories within the industry are changing and in what ways? 

How are their demands changing? Are diferent customer segments growing at 
diferent rates? 

• How many new competitors are entering and on what basis are they able to 
enter? 

• Sociological trends – demographic changes, trends in the way people live, work 
and think 

• Technological innovations – new approaches to doing new and old things and tack-
ling new and old problems; these do not necessarily involve technical equipment – 
they can be novel ways of thinking or of organising. Automation and ‘robots’ are 
replacing human tasks and jobs and changing the skills that organisations are 
looking for in their people. 

• Ecological factors – defnition of the wider ecological system of which the organi-
sation is a part and consideration of how the organisation interacts with it. 

• Legislative requirements – originally included under ‘political’, relevant legisla-
tion now requires a heading of its own. 

• Industry analysis – a review of the attractiveness of the industry of which the or-
ganisation forms a part, e.g. Is it in a growth market or is the market plateauing or 
declining? 

Tis environmental scan identifes potential threats the organisation faces and opportu-
nities to exploit. Te changing labour market, with shortages of skilled workers in par-
ticular areas is ofen a key element of risk. Elements of the company’s value chain might 
be another, especially in times of political uncertainty. Other aspects of risk you might 
consider in this kind of analysis include those relating to corporate reputation: 

• Ethics 
• Stakeholder values 
• Media impact 
• Supplier work practices 

Of course, the future is not likely to be the same as the past. So how can organisations pre-
pare for a future that is likely to contain both predictable and highly uncertain elements? 
How will your talent requirements change? How can you attract, keep and motivate the 
people you need? And what does all this mean for HR? 

Scenario planning 

Tis is where another method – scenario planning – can be useful. Various large con-
sultancies such as PwC and McKinsey have written extensively about scenario planning 
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as key to broadening minds in the context of planning for the future. While it is ofen 
assumed that in a fast-changing environment the future is so unknowable, and therefore 
makes planning for the future challenging, scenario planning can be used to reduce the 
uncertainty to a manageable set of plausible scenarios. Te method previews potential 
environments in which an organisation might operate and helps participants to explore 
potential risks and opportunities to the business model. Taking part in scenario plan-
ning is also a valuable spur to strategic thinking and can involve large groups of staf at 
all levels, in addition to management. 

Te process starts with a central question to be answered: e.g. whether to invest in new 
plant, what to do about new products, how to address the future market for oil, etc. A 
structured brainstorm of PESTELI factors identifes trends which are likely to afect your 
business, especially interconnections between issues and markets: What do we know will 
change in the next one to fve years? What key things do we not know at the moment? 
Some users of this technique seek to introduce the idea of probabilities, but there is a 
good deal of debate about this approach in scenarios where the number of variables is 
high, and the situation or scenario is chaotic hence not capable of cause–efect analysis. 

Te next step is to identify and prioritise those drivers for the business which have 
high impact and are very uncertain. A range of scenarios is then developed based on the 
selected drivers. Scenarios can help you consider: 

• What external/internal events might infuence you or force you to change? 
• Under what circumstances might you become incredibly successful? 
• Under what circumstances might you be at greatest risk? 
• Are the current business plans and goals realistic? 

One example might be a scenario where new technology emerges from competition 
in a market where demand is slack, or supply exceeds demand in relation to decisions 
about new product development. What are the implications? Will there be a need for 
new or better skills, services or relationships? How can we prepare for any potential fu-
ture scenario? Te analysis is used to engage executives, stress test current and proposed 
strategies as well as to generate strategic options. Scenarios can usefully help combat 
over-confdence and encourage free and open debate. 

Assess the internal environment 

Te internal analysis centres on the degree of alignment between your strategy, its chang-
ing context and various aspects of organisation. Incorporating analytics and design 
thinking to predict where there are gaps and where to best target programmes increases 
the chance that they will be successful and speeds up the time it takes to develop and then 
implement a response. For instance, Galbraith’s Star model™ analysis considers inter-
nal alignment between strategy, technology, structure, reward and key work processes – 
those that are most critical to the successful implementation of each component of the 
company’s value chain – and must be executed almost fawlessly to truly set you apart 
from your competitors. Tese processes also include management processes, such as 
communication and decision-making. 

To explore the internal context, create questions, starting with some that seem ob-
vious from what you know about the business and people, then review these against 
your chosen model, e.g. the Star model™, Burke-Litwin framework (1992, later in this 
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chapter), Nadler-Tushman (1988) and other models, to make sure you’re not missing a 
vital factor. Te focus should be on identifying where action may be needed that will 
make a measurable diference to the whole. 

Identify your key people 

Taking stock of the human capital currently employed provides a foundation for deter-
mining future stafng needs. Many frms have more than one HR strategy, with diferent 
kinds of people who bring diferent value to the organisation. Firms can distinguish the 
skill sets of particular jobs in terms of their value to the frm and their uniqueness in 
the labour market. In this value/uniqueness matrix, known as the human capital archi-
tecture, each quadrant includes descriptions of the appropriate HR strategy. Lepak and 
Snell (1999), suggest that a frm can implement four possible HR strategy types (com-
mitment, performance, compliance and partnership) tied to four distinct job groupings 
representing diferent types of workers (strategic, core, support or collaborative). 

• If your value chain is relatively stable, who are the people (either job groups or 
subgroups in a particular job) who are most critical to efectively executing each 
portion of the value chain? 

• If your industry is changing and this is infuencing your value chain, who are the 
key people (again, either job groups or subgroups of unique employees in a particu-
lar job) in the parts of the value chain that need to change? 

Chances are that the people identifed as most valuable and unique are those who are 
critical to the execution of the most important parts of your value chain. And if your 
industry is changing, the key people will be in those areas of the value chain that are 
becoming increasingly important. 

What are the key people issues? 

For each of those groups identifed above, what are the key HR issues? How unique are 
their skills? Can these skills be easily developed? Do you have enough of these people? 
Where are they located? Can they be easily found in the open labour market or are they 
hard to fnd? What do these key people expect and want from the employer, e.g. to work 
fexibly? What are the demographics? Are they people who need to be brought into the 
organisation as employees or can you contract with them as ‘alliance/partners’, to gain 
access to their skills? As the nature of work changes, some skills and capabilities become 
redundant while new skills are needed. Which parts of the workforce are at risk? As we 
shall explore in coming chapters, by anticipating how work will change, HR can help 
build development paths to equip people, including managers and leaders, with the skills 
they need to meet changing business needs. 

Refective activity 

Have the competencies that are required in your industry changed? If so, 

• Is there a good process for developing needed competencies and making sure people 
have meaningful and developmental job experiences and meaningful career paths? 
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• Have your people practices kept pace? 
• Where do established HR practices facilitate and/or impede performance, collabo-

ration and integration? 
• Is your frm developing the needed leadership capability at all levels and the lateral 

leadership capabilities required for success in its complex matrix? 

How does the culture need to change? 

Identifying the key HR issues is not limited to the workforce, and changing ways of 
working, but also to culture. Peter Drucker is ofen quoted as saying ‘culture eats strat-
egy for breakfast’. In the light of your intended strategy, how well does ‘the way we do 
things around here’ support, or act as a barrier to, the strategic intent, especially in fast 
change? 

Tere are many frameworks for assessing organisational culture. Te Burke-Litwin 
open systems model suggests that the strategic elements of organisation – how mission 
and strategy, external environment, organisational culture and leadership interrelate – 
have a knock-on efect on individual and organisational performance. For instance, if the 
leadership is disunited and if the organisation is too inwardly focused, the chances are 
that it will miss vital opportunities to innovate and fail to adapt to the changing environ-
ment. Te most direct link between these strategic elements and individual performance 
is via the vertical ‘spinal column’. So management practices will directly impact on work 
unit climate and afect people’s motivation. In a healthy organisation the strategic and 
transactional elements are all aligned. 

Figure 6.5 Te Burke-Litwin framework. 
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An audit based on the Burke-Litwin framework can assess overall organisational 
health: 

• How externally focused is our organisation? 
• How efective are leaders in taking the lead on: 

– external scanning (regular assessment of the environment)? 
– setting strategy to achieve our vision/mission? 
– aligning culture to deliver strategy? 

• Are we sufciently externally sensitive – so that we can stay ahead of the envi-
ronmental challenges? How can we get better at building and using our external 
antenna? 

• What is our knowledge of clients and partners like? How can we do better? 
• Do we have a united vision and mission – that appeals to ourselves and our staf at 

a deep level (and unites us for action and change)? 
• How aligned are our culture and vision/strategy? Do they support each other or 

cancel out each other? 
• How efective are our strategies – do we have annual, bi-annual planning cycles? 

Do our strategic intentions match our vision? Do we measure our outputs? 
• What kind of culture bearers are our leaders? Holding on to the old or champion-

ing the new? Do our leadership qualities and styles bring out the best in us? What 
do we do to build future leaders? 

• How efective are our middle management population in managing the work unit 
climate? 

• What do our employee engagement survey results tell us? 
• Is our structure ‘ft for purpose’ – does it help to organise tasks to deliver our 

strategy? 
• How do our systems and processes support our culture? 
• Do our individual staf know what is expected of them? Do they know how their 

contribution fts into the bigger scheme of things? How do we manage their 
motivation? 

• How clear are our required outputs to the troops? Do we measure them efectively? 

Te same framework can be modifed to audit organisational agility. Consider the key 
implications of this analysis for people at the corporate centre versus those working at 
local levels: 

• What aspects of organisation and culture need to change? 
• What and how many levels will we need to shif culturally? 
• What are your current areas of focus? 
• What will need to become key priorities? 
• How will you address these priorities – what will you need to do? 
• What type of change will the strategy require of us? 

From this external and internal data collection, a SWOT analysis of strengths, 
weaknesses, opportunities and threats facing the organisation, as well as cultural and 
people factors – can help identify potential strategic options as well as helps or hindrances 
to implementation. 
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Refective activity 

• What data would you want to gather to examine how to improve the health of the 
organisation? 

• What would you look at when considering an organisation redesign? What else 
would need to change beyond structure? 

• Which of the models mentioned in this chapter works best as a guide? Which oth-
ers do you fnd work well, and why? 

Prioritise strategic options against the business need and the vision 

Working back from the desired business results, and checking against the external and 
internal analyses and the vision, what are the people outcomes that are vital to support 
broader business goals, objectives and decisions? Which HR activities are most likely 
to impact on these? To create the rich mix of talent, engagement and performance that 
will drive culture change towards the more participative, collaborative and innovative 
aspects of business, new approaches to managing talent may be needed. Te following 
non-exhaustive list culled from many HR strategies suggests some of the typical stra-
tegic priorities and related HR activities aimed at helping organisations to achieve high 
performance. 

Source, develop, engage and retain the right talent through HR activities such as: 

• Improving workforce planning for the future workforce – working out what kinds 
of employees and skills the organisation really needs, as well as what it already has 

• Earlier action with talent pools, i.e. links to schools, universities, etc. 
• Recruiting for diversity, resilience and underlying aptitudes and values 
• Recruiting large pools of applicants that enable you to be more selective 
• Using valid selection tests to assess the skills of the applicants. 
• Retention of high performers, e.g. tying monetary incentives (merit increases, bo-

nuses, etc.) to high performance. 
• Ofering competitive pay packages. 
• Build agility into the organisations, its work practices and its workforce by: 

• Working with the line to design teamwork processes which enable speed and 
quality while reducing cost 

• Training line managers in their devolved responsibilities 
• Developing managers as coaches 
• Helping managers to deal with poor performance and raise standards 
• Helping managers to efectively manage workloads 
• Developing appropriate performance management processes to distinguish lev-

els of performance and provide regular formal and informal feedback. 
• Providing simple and efective self-help HR processes through help desks, mo-

bile, etc. 
• Keeping bureaucracy to the minimum 
• Facilitating team working 
• Proactively developing collaborative consultative arrangements with staf repre-

sentatives and unions 
• Preparing people for new roles, e.g. providing substantial training to upgrade or 

maintain skill levels. 
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• Design the elements of a high-performance structure and a learning culture 
through: 

• Giving sustained attention to fexibility and skills through deployment and 
careers 

• Developing a culture that expects and supports learning 
• Flexible resourcing models 
• Organisation and work design – fexibility, productivity, costs, using scarce re-

sources better, designing in engagement 
• Embedding the identifcation of learning agility within your succession plan-

ning eforts 
• Interviewing for learning agility during the selection process 
• Better engaging the high potentials in your organisation 
• Developing and modelling the values 
• Working with managers to ensure that roles are stretching and provide growth 

for the post-holder 
• Upskilling the workforce in new job skills such as digital 
• Creating high quality learning processes for teams and individuals 
• Providing employees with the tools and training to manage their own 

development 
• Creating reward systems which refect business goals and are also employee-

centric 
• Encouraging knowledge-sharing processes, such as team reviews and learning 

sets 
• Making sure that internal communications are working efectively (genuinely 

two-way) 
• Supporting the transition to virtual working 
• Working with managers and integrated project groups to bring about change 
• Consciously building in diversity and fexibility into company policies and 

practices 
• Create a great place to work by: 
• Building an authentic employer brand and attractive employee value proposition 
• Focusing on improving employee engagement, addressing the most frustrating 

‘pain’ points in employee surveys to resolve issues, e.g. allowing employees to 
participate in decisions. 

• Building policies and benefts which refect what these people actually value, 
such as work-life balance, fexible working options and benefts 

• Developing clear and manageable career tracks so that people can move laterally 
and continue to grow 

• Developing tailored induction and onboarding processes for new starts which 
refect what the organisation is becoming 

• Encouraging cultural practices which are important to people – such as having 
fun, being part of a community, a member of a successful team, etc. 

• Develop leadership by: 
• Selecting leaders who have high levels of mental agility and who actively model 

shared purpose, values and behaviours through symbolic/substantive actions 
• Leaders who can cope with ambiguity, uncertainty and complexity and also lead 

others through change 
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• Creating efective succession planning processes, not just for the top jobs 
• Clarifying organisational values with managers and making sure that people 

who get promoted actually practise them 
• Challenging managers who are not practising the values 
• Linking leadership development to organisational values and business results 
• Developing leadership at all levels 

Narrowing down the focus 

Te question is, what is right for your organisation? Carrying out a SWOT analysis 
followed by a SWOT strategy generator can help you narrow down the focus of the HR 
strategy. 

Some of the priorities you may wish to address are those with potential opportunities 
for the business, in which your organisation can play to its strengths (SO strategies). 
Others may be competitive or other threats where your organisation’s strengths can be 
used to advantage (ST). For instance, in a tight labour market for key talent, strength-
ening your reputation as an employer of choice can enable you to continue to attract 
the talent you need. In areas of threat where the organisation is weak (WT), you may 
need to do damage limitation, develop robust contingency plans, or over-compensate in 
your eforts to secure advantage. Where there are opportunities, but the organisation is 
currently weak (WO), you may decide that focusing energy and other resources on these 
may be worthwhile but harder to achieve. 

HR should lead in proposing the key priorities. Te group HR director of a large 
Danish company explicitly linked activities to sources of added value. He began by 
encouraging the top team to identify three major sources of corporate added value: 

Figure 6.6 SWOT strategy generator. 
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driving costs down, even in good times; getting the timing right on asset decisions; and 
building the industry’s best management cadre. He then assessed all HR initiatives to 
determine whether they enhanced the company’s competencies in those three areas. For 
example, leadership development training was aligned more closely with all three, and 
the assessment of corporate managers was adjusted to recognise contributions to them. 
Te director also stopped certain activities altogether, assigning some talent manage-
ment and organisational development to the business divisions (Kunisch et al. 2014). 

However, to ensure relevance and ownership, it is essential to involve key stakeholders 
in agreeing the top priorities. In selecting strategic options to be pursued through the HR 
strategy, it’s important to understand the extent of change required to move toward the 
vision, with a view to selecting those actions which help close the gap from how things 
work currently ‘As is’ to how they need to work in future ‘To be’. 

Having narrowed down your list of priority items, the next stage is working out the 
‘how’: 

• How will you address these priorities – what will you need to do? 
• How will this afect your current areas of focus? 
• How will you need to organise yourselves to deliver this? Tis includes choosing 

the HR systems and infrastructure best suited to deliver these strategic goals. 

Assess HR function capability and efectiveness 

In developing the HR strategy, it is also important to assess the efectiveness of the HR 
function itself – its processes, structure and competencies – and its potential for high 
impact HR changes. If HR lacks well-trained professionals, if the budget is low, or if the 
systems are outdated and hamper innovation, HR will be less efcient in reaching its HR 
and business outcomes. 

Gaining feedback from other business units and monitoring satisfaction levels helps 
the function stay aligned with the needs of internal customers and gets more buy-in. 
Some companies use surveys to carry out HR capacity audits and to determine how sat-
isfed the business divisions are with corporate functions. Finding out about the organ-
isational structures, HRM strategies and challenges of your company’s key competitors 
can also be instructive. 

To be credible, HR should commit to role modelling agility to others, demonstrating 
visible leadership and new values, anticipating and acting on key areas for improve-
ment. As agile role model, HR should use technology and relevant, comparable people 
data for greater transparency, open discussions, intelligent risk taking and data-driven 
decision-making, so that hiring, training communications and performance manage-
ment can be done at a pace to match the new organisational model. HR itself needs 
to be technically competent and apply good operational principles so that it can de-
liver consistently and reliably as well as strategically. It must be able to take a concept 
and turn it into reality faster than the competition to provide real advantage to the 
organisation. 

In developing and implementing HR strategy what might executives expect of HR? 
Te whole HR community has a part to play. Strategic HR business partners with a focus 
on future strategy and organisational efectiveness will typically analyse internal and 
external intelligence, develop scenarios with the Strategy Unit, undertake organisational 
reviews, plan and facilitate M&As and other restructurings, provide project management 
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expertise, design change processes, support innovation and stimulate breakthrough 
thinking. HR services can help leaders and managers and employees to manage the cur-
rent business for instance by analysing employee data and customer feedback, feeding 
data and ideas for improvement to BPs and specialists, initiating or getting involved in 
improvement groups. HR(D) specialists such as L&D and Reward can work with BPs on 
planning, carrying out research and policy development, facilitating practice and pro-
cess improvements, as well as providing learning programmes. 

Refective activity 

Tinking of the HR function: 

• What is its purpose (Why does it exist?) 
• What are its key priorities and why? What makes it distinctive? 
• What do your customers think of your service? 
• What, if anything, is constraining progress and sustainable success? 
• Given the trends, opportunities and threats, how well does your current HR plan 

take these into consideration? 
• What HR activities could add maximum value? 
• What does the Function/Unit need from you as a HR leader to sustain its success? 

Drawing conclusions from this stock-taking, consider why some aspects of the service 
may need to change. Are you clear about what you are trying to achieve? Can you com-
plete the statement ‘I want to [……….] so that [benefts]?’ 

On a scale of 1 to 10 (1 = low, 10 = high) …. Rate 

• How dissatisfed key stakeholders are with the way things are 
• Is there a shared vision of what diferent will look like – including the benefts? 
• Your team’s capability for new ways of working 
• Whether you know the next steps to get you moving towards the vision 
• Do your key stakeholders have the will to see your idea through to a successful 

conclusion? 

Where you have score less than 10, 

• Are you clear about the actions you need to take to get you nearer to 10? 
• Are you clear about the perceived costs of delivering this change and making it 

stick? 
• Can you describe what the current situation is and what diferent will look like 

once you have implemented? 

Tinking about the Galbraith model we discussed – which of the areas are you most 
clear about and which are you least clear about? (People, Structure, Process, Technology, 
Behaviours, Culture and Performance). 

• What do you need to do to close gaps? 
• How big a change are you proposing? Where will the biggest impacts be? 
• How ready is the organisation for the change you want to implement? 
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Discussion on key emergent themes and issues can help identify potential priorities with 
respect to improving HR’s own service and building distinctiveness. 

Develop the strategic framework 

Te strategy document should explain the rationale for the strategy and spell out 
its aims, costs and benefts. Te strategic framework sets out the key themes of 
the strategy within which goals are set for priority activities to deliver high value 
outcomes. 

In terms of format, the following is suggested: 

• Company vision and mission statement – our ultimate aim, why we exist 
• Company strategic imperatives/goals – how we intend to reach towards our 

vision 
• HR vision and mission statement 

Te following framework sets out the proposed HR outcomes and the impact HR’s con-
tribution should make on business success through people outcomes, HR impact and HR 
function efectiveness. 

Business 
Impact 

Business 
resultsEffective 

people 
Innovation High performing 

people & teams 
HR 

Efficiency 

People 
Outcomes 

Motivated & 
committed people 

Well managed, 
capable 

staff 

Effective 
professional 

leaders 

Positive, 
culture & 
values 

Fit 
for purpose 
structures 

HR Impact 

Improve
Improve 

 recruitment, 
communications

induction
 & teamwork 

& retention 

Improve Develop 
performance effective leaders 
management & managers 

Increase 
Establish Build our

capability via 
values & culture capability to

learning 
for the future manage change

& development 

Value & Build an agile, 
benefit from responsive Enable wellbeing 

diversity organisation 

HR Function 
Effectiveness 

Increase the 
professional 

capability of HR 

Use data 
analytics to inform 
strategic priorities 

Improve 
HR leadership 

Improve our 
service to

 customers 

Streamline 
HR processes 

Improve 
Workforce 
planning 

Figure 6.7 Example of a strategy framework for HR. 
Based on source PPMA. 

Case example: professional services frm (PSF) 

Te vision of one PSF’s People strategy is to lead the organisation in creating a culture that 
inspires excellence. 
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Te People Strategy has three strategic themes: 

• An open and transparent culture that empowers people to perform at the highest 
possible levels 
- Commitment to professional growth 
- Aspiration for excellence in all that we do 
- Developing excellence in professional skills, leadership and management 

• An agile organisation 
• Commitment to an outstanding customer and employee experience 

- Structures that adapt to internal and external change and challenges 
- Efective information sharing and evidence-based decision-making protocols 
- Talent management and succession planning 
- Focus on innovation and appropriate risk-taking 

• An inspiring place to work 
- Strong employer reputation 
- Competitive employee beneft package 
- Values and behaviour-led organisation 
- Helping people manage work and home priorities 

People priorities 

Te Strategy will be enabled by fve people priorities which form the basis of strategic 
imperatives/goals/outcomes: 

• A high engagement with professional growth, talent management and leadership 
excellence 

• A diverse, respectful and inclusive culture 
• Enabling talent and high performance 
• An engaging and sustainable reward and recognition programme 
• Sustainable workloads, well-being and resilience 
• Outstanding recruitment practices leading to a high-quality candidate and new 

employee experience. 

Each of the people priorities has measurable anticipated outcomes (i.e. what does good 
look like?), principles, aims and the priorities for the year that allow the goals to be con-
verted into plans. Te activities involved in delivering on these priorities should be un-
derpinned by the organisation’s values and delivered by a professional and innovative 
Human Resources and Organisational Development team. 

Action planning 

Converting these intentions into action requires planning and the allocation of respon-
sibilities and resources including budget. 

Strategic plans 

Tese detail the overall steps and priorities by which the goals and mission will be 
achieved. Many goals might be achieved simultaneously while others may need to be 
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staged over time. Some goals might be dependent on one another. For example, devel-
oping managers to play their part in delivering these priorities might be necessary. Te 
budget and allocation of funds refects the priorities. 

Tactical/operational business plans 

Convert these goals into actionable areas, with clarity of responsibility about who does what. 

Measuring HR activities and outcomes 

Metrics allow progress to be monitored and results evaluated. Traditional HR metrics 
are based on customer satisfaction, added value and cost efciency. Metrics including 
value for money tell us whether the money we spend in delivering our services is what 
our stakeholders want and need. Te question is, what are the most meaningful things to 
measure? An efective HR measurement framework distinguishes between three types of 
measurement: efciency, efectiveness and impact. 

Efciency 

Efciency metrics refect the value for money argument – that the cheaper we hire and the 
faster we train, the better. Tey ask, ‘What is the level and quality of HR practices we pro-
duce from the resources that we spend?’ Typical efciency measures of HRM Operations 
include cost-per-hire, time-to-fll, training time in days, learning and development budget/ 
training costs, time since last promotion, ratio of HR staf to total employees. All these met-
rics measure HR processes and give information about how efcient the HR function is. 
However, if we just focus on measuring HRM activities, we will automatically focus on 
reducing costs (i.e. maximising efciency). Tis doesn’t say anything about how well HR is 
delivering greater value, or HR efectiveness. Operationally efective HR teams focus less 
on cost savings and more on how they can reach their HR outcomes in a cost-efcient way. 

Efectiveness 

All HR activities should be carried out for a reason – they should lead to certain HR out-
comes, such as those in the Standard Causal Model of HR (Paauwe and Richardson 1997) 
which shows a causal chain that starts with the business strategy and ends, through the HR 
processes, with (improved) fnancial performance. So, we engage in well-being programmes 
in order to lower absence; we are training our people to help them perform better and retain 
them. Outcomes include employee satisfaction, motivation, retention and presence. 

Efectiveness metrics focus on the relationship between HR practices and the qual-
ity of talent pools and measure how HR programmes afect employee capability (are 
employees skilled enough to contribute?), opportunity (do employees get the chance to 
contribute?) and motivation (do employees want to contribute?). Efectiveness measures 
include individual and team performance and quality of hire measured against ‘Best 
Practice’ or Human Capital Indexes and Human Capital Benchmarks. However, HR ef-
fectiveness also depends on how well the intended HR practices are executed by manag-
ers. HR can provide great policies and opportunities but with bad managers, employees 
will be more absent, less engaged and much more likely to leave. 
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Impact 

Impact measures focus on the business contribution HR makes with all of their 
people policies. HR outcomes lead to critical HR goals (i.e. cost-efectiveness, fexi-
bility, legitimacy and so on), which in turn lead to ultimate business goals (i.e. proft, 
market share, market capitalisation – all related to the viability of the organisation, and 
other factors that help to build a competitive advantage). Impact measures examine for 
example the relationship between the changes in the quality of the talent pools and com-
petitive success. ‘Impact’ asks questions such as, ‘What diference does it make to have 
top performers versus simply average performers in this role?’ Impact metrics measure 
the HR outcomes that are traditionally seen as important HR KPIs such as employee 
engagement, retention/turnover and so on and the link with important business goals 
such as productivity, customer satisfaction. Tis focus on HRM outcomes helps to align 
our processes with our goals. 

All these metrics provide information about how well the workforce is doing. Tis 
involves both HR and line management. For example, when engagement is high, HR 
is perceived to be more efective than when engagement is low. Te same holds true for 
retention and (inversely) for employee absence. However, organisations ofen have too 
many initiatives, targets and KPIs. Given the risk of widespread information overload, 
executives have long wanted meaningful metrics, including with respect to people, to 
help them understand what drives results, but in the past HR did not always have the data 
to form a view and successfully contribute to the business discussion (Sasser et al. 1978). 

In a previous edition of this book, I discussed the example of Sears, Roebuck & Co, a 
large U.S. retailer, whose Causal Chain Model linked employee attitudes to service be-
haviour to customer responses to proft. Te company used data to connect the attitudes 
of store associates, their on-the-job behaviours, the responses of store customers and 
the revenue performance of the stores (Rucci et al. 1998). Te drawback is that all causal 
chains simplify reality. 

HR analytics 

Te Board needs to know what you’re measuring and why. How will gathering this data 
help the organisation meet its obligations to its shareholders? As Boudreau and Ramstad 
(2002) point out, there are many variations on HR measurement, ‘So, the key considera-
tion in any human capital measurement system is its ability to enhance decisions by ar-
ticulating the logical connection between talent and organization outcomes’. Boudreau 
and Ramstad (2002) argue that true strategy integration requires identifying the ‘pivotal 
talent pools’ that have the largest strategic efect, and then measuring the changes in 
their actions that ‘move the needle’ on key processes. HR should focus on data – and 
measures – that truly inform management decisions and help address questions execu-
tives need answered, i.e.: 

– Do we have the talent needed to succeed? 
– Are we losing our best talent? How many have we lef? 
– Are we improving month afer month? 
– How many of our top performers have we promoted from within? 
– What openings have been flled from within? 
– How do we understand from the data what drives employee productivity? How can 

we create bonus structures that refect this? 
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Using people analytics can help. HR analytics is the process of measuring the impact 
of HR metrics, such as time to hire and retention rate, on business performance. HR 
analytics is coming on apace, and increasingly enables a clearer picture of how HR out-
comes impact on business performance. Blockchain for instance is expected to become a 
trusted source of information. 

Whereas a metric ofen uses a single data point – such as the number of applications 
received to understand what is happening for instance with female candidates for jobs – 
analytics uses multiple data points to reach an answer. New sources of data and forms 
of analytics can provide metrics that will help HR to manage the intangibles that result 
in better overall business performance. By adding diferent kinds of data – especially 
employee attitudes, fnancial and business measures – it has become possible to gain 
granularity in understanding people costs and also to examine the links between em-
ployee experience, customer or operational measures and bottom-line outcomes. An-
alytics helps HR to move from an ad hoc set of workforce metrics to more refned and 
business-aligned scorecards or sets of human capital measures that can be embedded 
in operational processes. Tis helps keep HR measurements aligned to overall business 
objectives and assists HR in providing actionable information to leadership. 

About the balanced business scorecard 

Deloitte (Fineman 2016) argues that as HR moves from transactional and administrative 
to operational and strategic, many organisations are adopting a ‘top down’ approach to 
determining where to focus HR activity. With the ‘top down’ approach, organisations 
frst identify the ‘Measures that Matter’ – those HR measurements that are crucial to 
support broader business goals, objectives and decisions. 

Traditionally business success was assessed mainly on fnancial performance. Te 
balanced scorecard approach to strategic management, developed in the 1990s by Robert 
Kaplan and David Norton at Harvard, is a management system (more than a measure-
ment system) that suggests that fnancial results are a consequence of other activity un-
dertaken by the business, which therefore need to be actively managed. So in a balanced 
scorecard, key performance indicators (KPIs) are identifed from four perspectives – 
fnancial, customer, process and learning. 

Traditional fnancial KPIs are considered ‘lag’ measures, inadequate for guiding and 
evaluating the journey of information age companies, while ‘lead’ measures link to invest-
ment in customers, suppliers, employees, leadership, processes, technology and innovation, 
which produce the fnancial results. So KPIs can be set, monitored and evaluated in the 
light of the nature of strategic goals - Customer Intimacy, Operational excellence, Product 
Leadership and so on. By defning key performance indicators in all result areas, a balanced 
scorecard can provide feedback on salient measures so that performance can be improved 
along a number of complementary tracks. Organisations are thus able to understand their 
operating marketplace more fully and balance conficting stakeholder expectations. 

Typical KPIs using the Balanced Scorecard might include: 

• Financial 
• Turnover 
• Proft margins 
• Market share 
• Market capitalisation 



    

 
 
 

 
 
 
 

 
 
 
 
 

 
 

 

CRAFTING HR STRATEGY • 159 

Financial 
“To succeed 
financially, how 
should we 
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Figure 6.8 Te Balanced Scorecard, afer Kaplan and Norton, 1992. 

• Customer 
• Customer satisfaction 
• Net promoter score 

• Process 
• Accuracy of delivery 
• Troughput time 
• Product quality 

• For Learning and Growth, KPIs are based on HR outcomes: 
• Engagement 
• Retention 
• Presence 
• Workforce competence and performance 

• Workforce cost 
• Talent metrics 

In an HR scorecard, the desired organisational performance outcomes are defned in 
terms of the balanced scorecard. Tis helps clarify the HR vision, strategy and actions 
and evaluate the added value of HR’s contribution to the business. By way of example, 
the HR team of one organisation, which supplies a UK-wide repair service to individ-
ual and corporate customers, analysed the links between business strategy and HR ac-
tions. Te business mission and strategy is to meet customer needs – provide best service 
possible – unequalled value for money; build on strengths of brand, customer database 
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and IT capability; manage for proft and growth. Te company’s core values are: Brand, 
Courtesy and Care, Stakeholders, Quality and Value for Money. Te People/Learning and 
growth measures were set around: 

• Capability (performance management, succession management) 
• Culture and climate (survey measures) 
• Skills mix (training and development outputs) 
• Capacity for change 
• Employee profle (statistics, costs) 
• Organisation structure 

Tis HR team segmented the staf population, identifed the relevant development needs, 
established behavioural standards, provided development in business skills and the ar-
eas of technical and professional mastery required for the current and future business. 
HR processes and tools such as recruitment and selection, training and development, 
performance management and reward, employee relations and management standards 
were fully integrated to support the learning and growth goals to help the organisation 
achieve its strategic aims. 

Monitoring and evaluating HR measures 

Dashboards and milestones are used to track progress towards outcomes Typical cat-
egories of measurement include Impact, Operational efciency, Customer Service and 
Strategic alignment. HR Dashboards or scorecards are designed to be dynamic and 
visual, including charts and graphs that illustrate key trends and insights and enable 
stakeholders to flter information according to their needs. Strategically focused one-
page HR Dashboards or HR Scorecards allow real-time interactive updates and provide a 
snapshot of overall HR performance against strategic goals at a particular point in time. 
Tey are used to monitor and drive performance improvements across HR processes in 
support of broader leadership and organisational objectives. 

Truly strategic HR functions focus on the business contribution they make with all 
of their people policies. Alongside the fnancial and other strategic goals, the organ-
isation is trying to reach there are also cultural goals, such as fairness, moral values, 
legitimacy, that are harder to measure. Nevertheless, setting targets and measures can 
both guide and drive performance improvements. For example, one Financial Services 
company was keen to improve its gender representation at senior levels. It set targets 
and measures which allowed success or otherwise to be measured using a dashboard. 
Targets were set around hiring – % of women management hires; promotions; vacancies 
for which women were shortlisted; representation of women on vacancy panels. Targets 
were also set for Retention: % men vs women on voluntary turnover; compa-ratio and 
salary analysis; exit interview data; EVP analysis; policy and process implementation. 
Business units were given targets to achieve 31% female leadership with a year. Gender 
Pay Equity Gap was benchmarked against cross-sectoral data. Dashboards and score-
cards helped validate progress – did we achieve the agreed goal? and evaluate its success – 
what value was generated, was it the right thing to do, and what can we learn for the 
future? Setting clear KPIs and actively monitoring progress helped the frm close its 
gender representation gap. 
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But what of metrics for agility? 

Agile frms tend to be more resilient to environmental shocks and upheavals than other 
frms and may remain largely unafected in terms of reliability, production cycle time 
and inventory turn. McKinsey (Aghina et al. 2020) tracked a broad set of outcome met-
rics during agile transformations that fell into four categories, similar to the balanced 
scorecard, that compose the structure of what they call the ‘agile impact engine’: 

• customer satisfaction 
• employee engagement 
• operational performance 
• fnancial performance 

Clearly, organisations undergoing agile transformations will difer in the emphasis they 
place on outcome categories. In the McKinsey sample (Aghina et al. 2020), frms who 
needed to recruit talent focused more on employee engagement, whereas those in fnan-
cial distress concentrated on fnancial gains. Tose facing competitive pressure valued 
customer satisfaction. 

Employee engagement 

Tanks to the fatter structures and cross-functional nature of teams in agile organi-
sations, three motivating factors of employee engagement tend to be present – a strong 
sense of autonomy, mastery and purpose – which have a positive infuence on employee 
satisfaction and engagement (Pink 2009). Autonomy and mastery are enhanced because 
employees in Agile units have greater visibility of their tasks since strategy is expressed 
in terms of objectives and key results (OKRs), team-level milestones and deliverables. 
Tese act as a common language between distributed and autonomous teams. Teams are 
also clear about their current performance since real-time key-performance-indicator 
dashboards allow for feedback and rapid adjustments if needed. Of course, it is impor-
tant to track changes over time to confrm a measurable impact of employee engagement 
on successful agile transformations. 

A study into the efect of HR metrics on organisational agility at Kenya Airways (Op-
waka 2018) argued that while the use of efciency metrics in the areas of staf productiv-
ity, cost management and the provision of quality HR services is important, the use of 
impact metrics relating to employee engagement is essential. Tese include metrics relat-
ing to communication, decision making, talent management, employee relations, turno-
ver, recruitment and ensuring good management of these at functional level. Presenting 
the metrics using HR dashboards helps the leadership team understand and apply them. 

Aghina et al. (2020) note that, in service operations, speed arising from agile trans-
formations of customer-service and back-ofce activities can drive signifcant gains in 
productivity and customer satisfaction as well as many other organisational outcomes. 
With agility, organisations can increase the speed of decision-making and shorten the 
time-gap between the conception and release of a product (known as time to market), as 
happened with the unusually rapid development cycle from concept through to licensing 
for use of several anti-Covid vaccines in 2020. 

Aghina et al. (2020) suggest that if the business impact of improvements in customer 
satisfaction, employee engagement and operational metrics (such as speed) arising from 
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agile transformation is to be understood, it would be better to measure increased reve-
nue or margin uplif rather than simply tracking productivity gains and cost savings. 
McKinsey’s research found that implementing an agile transformation can improve 
operational-performance metrics – such as speed, target-achievement rates (TARs) and 
other industry-specifc metrics – by 30–50%; with enhanced team visibility and under-
standing of objectives, as well as improved team dedication, making a diference. 

HR STRATEGY AS CULTURE CHANGE 

Developing and implementing an HR strategy is the opportunity for teams that can seize 
it to spur on culture change and model new practice. I am very grateful to Rachel Adams, 
Director of Human Resources at the UK’s Keele University, for the following case study. 

Case: HR transformation at Keele University 

Te global university sector is undergoing signifcant change as a result of multiple chal-
lenges in the competitive marketplace, not least dealing with the consequences of the 
Covid crisis on student demand and the health of staf and stakeholders. Keele University 
is no exception. In the United Kingdom in 2019, many universities experienced indus-
trial action led by the University and College Union (UCU) over changes to academic 
pensions (the Universities Superannuation Scheme). 

Rachel Adams was appointed as Keele University’s HR Director in 2018 having pre-
viously developed her career in the private sector, including at JCB and Fujitsu. During 
this turbulent time for the sector, Keele’s Human Resources directorate was transformed 
from a well-respected, efective and trusted if traditional function into a high performing, 
strategically aligned and progressive team who have made an immediate and sustained 
impact on business efectiveness and organisational performance. Here Rachel describes 
the transformation of the HR team over a two-year period. 

‘Keele has developed a strong reputation as a broad-based research-led institution 
ofering a high-quality education and student experience. Our vision which describes 
our ambitions to frmly establish Keele as a world class institution and to accelerate fur-
ther improvements in the quality of research is articulated in the “Our Future” strategic 
vision document which was developed through a comprehensive consultation over many 
months with staf, students, alumni and wider stakeholders and partners. 

In simple terms, the “Our Future” vision presents fve key themes (P’s): Purpose, Peo-
ple, Place, Partnerships and Performance, the People theme being of particular relevance 
to the work of the HR Directorate and providing the strategic direction of travel which 
guides our priorities and annual planning. Underpinning the “Our Future” vision is 
a number of enabling strategies, including a People strategy, EDI strategy and Health 
and Well-being strategy, each of which, whilst being owned by University leaders and 
managers, have a key role for HR in their delivery’. 

Rachel wanted to deliver an ambitious HR agenda for Keele, in a more collaborative 
and innovative way than had been seen previously. Te Human Resources directorate 
is a relatively small team of HR generalists (21 FTE HR professionals and administra-
tors supporting a diverse stafng base of around 2000) who, until the recent past, had 
a relatively low profle in the institution and the sector. Rachel’s vision for the directo-
rate placed new expectations on colleagues which, whilst exciting for some, would be 
challenging for others. 
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Open, honest communication was a critical starting point. Trough a number of 
workshops ‘better and bolder HR’ became a shared mantra for the directorate and this 
was well received by key stakeholders, including the Executive team and governing body, 
who approved a small-scale restructure resulting in internal promotions and a number 
of mutually agreed departures. Two new ‘Head of HR’ posts (focusing on operations 
and on strategy and policy respectively) replaced the previous Deputy role, delivering an 
overall payroll saving and clearly signalling the dual focus of the directorate on opera-
tional excellence and delivery of the People strategy. 

Rachel led the programme of change for the team, coaching the senior members of the 
directorate to move them to a position of increased confdence in their own leadership 
and decision making. New ways of operating were co-created with the wider team in 
sessions based on shared values to explore enablers and barriers to delivering better and 
bolder HR. 

Financial sustainability 

Given the turbulent context the ‘Our Future’ vision was underpinned by a three-year 
Financial Sustainability Plan (FSP), announced in February 2019, which focused on cost 
reduction, efciency and growth and required major savings in workforce costs through 
pay restraint, voluntary severance and so on. Te HR Director was invited to be a mem-
ber of the small leadership team (VC, DVC, COO) responsible for overseeing delivery of 
the FSP. A specifc HR strategy was developed and delivered by the HR team, bringing 
together a range of interventions and developments resulting in recurrent pay savings of 
over £6.8 million at the end of Year 1, against a target of £8million at the end of Year 3. 

How was this achieved? As Rachel recounts: ‘Troughout the period of cost savings, 
fortnightly meetings were held with the campus trade unions and, as far as possible, 
we operated an open book approach where they were free to scrutinise the University’s 
fnances and recovery plans. We were open and honest with staf from the outset that de-
livery of the strategic ambitions would require a signifcant improvement in the Univer-
sity’s operating performance, and this is where the FSP with its initial focus on achieving 
recurrent cost savings came into play. Te progress against this plan, facilitated by HR, 
to realise the required savings links directly to the organisation’s strategy of delivering f-
nancial surpluses that can be re-invested to support our teaching and research priorities 
and enhance the student experience. 

Traditionally Keele has had a fairly militant University and College Union (UCU), 
and inevitably there were disagreements along the way. For example, UCU objected 
strongly to the proactive manner in which HR and line managers brought the voluntary 
severance scheme to the attention of staf in areas where there was signifcant fnancial 
under-performance against budget. 

Te transparency and openness of senior management, including the HRD and Heads 
of HR, along with the volume and quality of staf engagement was appreciated by staf 
and their representatives and is therefore likely to have played a part, we believe, in 
UCU’s failure to secure a mandate for industrial action with respect to the 2019/20 pay 
award. Te more moderate response from UCU in 2019 contrasts strongly with our expe-
rience in 2018, and points to the positive impact of our work to engage staf on the Keele’s 
fnancial situation (i.e. the need to address rising staf costs as a percentage of income) 
by communicating efectively to staf in a series of understandable “explainers” posted to 
our staf intranet and reinforced with management briefngs’. 
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Tinking and acting ‘Better and bolder’ 

Te innovative approach taken by the newly formed HR senior team was underpinned 
by encouragement to think diferently and creatively about the fnancial challenges fac-
ing Keele and to frame initiatives in the wider context of the People Strategy. Hence, 
the introduction of recruitment controls which meant that all professional services roles 
could only be flled internally, was used positively to support career development plan-
ning (highlighted as an issue in the staf survey) and showcased during our Professional 
Services conference which saw record attendance in 2019. Similarly, the fast-track ap-
plication process that was introduced to consider fexible working requests and the new 
scheme to enable the purchase of additional annual leave were linked clearly to our EDI 
objectives in creating a working environment in which fexibility is embedded. 

For Rachel, ‘What was outstanding was the “better and bolder” approach that mem-
bers of the HR team adopted consistently. Everyone in the team stepped up to new 
situations that they had not encountered previously. For example, HR managers were 
involved in negotiating settlement terms for staf leaving under the voluntary severance 
scheme – an activity that had been the responsibility of the Deputy Director in the previ-
ous structure. Colleagues operated outside of previous comfort zones in the knowledge 
that they were supported and trusted at all times. Te open, honest team working ethos 
meant that problems and learning were shared and, consequently, despite the pressure 
placed on HR colleagues, motivation and satisfaction in the team remained high (89% 
employee engagement score for HR in 2019 staf survey). 

Importantly, by the end of year one, having made very signifcant progress against the 
three-year target, we were able to announce that the university was no longer in a po-
sition where compulsory redundancies needed to be considered as a means of afecting 
campus wide delivery of cost reduction targets. Tis had been a particular concern for 
staf and trade unions and the reassurance ofered meant that we could move our collec-
tive attention to the efciency and growth aspects of the FSP’. 

A strategic agenda 

Te dual focus on operational excellence and strategic developments, delivered through 
strong HR leadership and guided by the People Strategy has positively afected the per-
formance of individual business units as well as the whole institution. 

Committed to making social progress and founded on a vision to make a positive difer-
ence to the communities it serves, at University level there is an increased focus on Equal-
ity, Diversity and Inclusion (EDI), through a refreshed EDI strategy and new governance 
structure. Tese have led to tangible results over a two-year period: Keele is one of just 14 
UK institutions to have secured the Race Equality Charter award and has been commended 
for advancing race equality through a comprehensive programme focusing on culture and 
communications in the institution. Keele has also been identifed as an exemplar institution 
with regard to action planning for the Gender Pay Gap, has maintained its Disability Con-
fdent recognition and was commended by Stonewall for not just focusing on any one ini-
tiative to score points but for embedding LGBT equality throughout the institution. Keele 
aims to build on these frm foundations to become a truly anti-racist institution. 

Te institutional staf engagement survey managed and coordinated by HR in 
February 2019, was the frst of its kind at Keele and solicited an 81% response rate which 
exceeded expectations. In order to ‘get underneath’ the responses and to ensure actions 
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address the core issues, a new Staf Voice Group was introduced which is proving a very 
efective forum to listen directly to the views of staf, in parallel to established fora and 
channels, such as trade union meetings, management groups, etc. 

Key themes from the staf survey have informed a high-level action plan for the in-
stitution, which in turn is being driven through our People strategy. Tese themes are: 

• Supporting health and well-being 
• Improving positive performance management 
• Creating an environment where all colleagues feel it is safe to speak up 
• Enhancing opportunities for career development for professional services staf 

Drilling down to specifc business units, HR colleagues have worked closely with Heads 
of School/Service to develop local action plans to address concerns raised in the staf sur-
vey. Twenty-seven plans are in place and progress is monitored on a six-monthly basis, 
to ensure this programme of work is kept alive. Tis is challenging in an environment 
where cost reduction has been at the forefront of people’s minds. However, HR colleagues 
have skilfully and persistently worked with a dual focus, delivering savings through vol-
untary severance, for example whilst driving improvements to the staf experience. 

A refreshed strategy People Strategy drafed in 2020 sets out how the University will 
support the future vision and invites all members of the community to work together to 
co-create a strong future for Keele. Safeguarding the positive aspects of the Keele cul-
ture, what we call ‘the Keele diference’, is woven throughout the strategy which relies 
on colleagues adopting behaviours and values that we see as being critical: collegiality, 
ambition, accountability, respect, fairness and consistency. 

Trough their dual focus on operational excellence and strategic delivery, adopting a 
‘better and bolder’ approach to service delivery, the team have demonstrated excellence 
across a range of objectives including reduction of recurrent pay costs, advancement of 
the EDI agenda and improvements to the staf experience through a new and exciting ap-
proach to staf engagements. Te transformed HR team and its achievements have been 
recognised internally and externally in multiple awards and commendations. 

Lessons learned 

Rachel refects on key lessons learned as a new team, while supporting delivery of a signif-
icant change programme (FSP) and maintaining focus on the People Strategy as follows: 

Te incredible results that can be achieved by people when they are
supported to raise their aspirations! 

Creating a new team does not necessarily require external appointments: Providing 
opportunity and support to existing HR staf who are talented and enthusiastic about 
new ways of working was, and continues to be, a highly successful approach. 

Te importance of a shared vision: As a lean team with an ambitious agenda, we all 
needed to be bought into the same goals. Te time invested in the developing a collective 
understanding of how HR could make a bolder and better contribution to the University 
was time well spent. 

Te power of the team: A simple model we use in our HR team is to liken ourselves 
to a fock of geese: all fying in same direction to create extra velocity, leaders at the front 
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who from time to time rotate to cover each other, all members ‘honking’ encouragement 
for each other. Te simple but powerful analogy is efective for us. 

Communication and engagement are vital: A key factor of the successful transfor-
mation of the HR team and the results we have delivered over the past two years has 
been our enhanced approach to communicating and engaging with managers and staf. 
Tis has involved a carefully planned internal comms plan (over 90 communications 
on the FSP in a 12-month period), blogs from senior HR staf (including one on racial 
harassment which was picked up nationally) and the establishment of the new Staf Voice 
Group bringing together a cross section of around 50 staf to explore themes from our 
institutional staf survey. 

HR as role models: Keele’s ‘Our Future’ vision and new People Strategy highlight the 
following values as being crucial: collegiality, ambition, accountability, respect, fairness 
and consistency. Te HR team live by these values and this is evidenced by feedback that 
members of the team frequently receive from their internal client groups. 

Feel the fear and do it anyway! In the past, the HR team at Keele have had a lower 
profle internally and externally, due, in part, to a lack of ambition and confdence. Over 
the past two years colleagues have ‘found their wings’ (to go back to our geese analogy), 
have moved out of their comfort zones and have demonstrated that a small team can 
punch its weight, to really good efect for the institution. 

Refective activity 

• What does this case study illustrate with respect to how this HR team responded 
to context drivers? 

• How has this HR team been able to pursue both fnancial and ethical/cultural 
goals? 

• What are the implications for stakeholder management? 
• How was the HR team equipped for new ways of working? 

CONCLUSION 

Developing and implementing an efective HR strategy is a challenging process and can 
be a highly political one at that. We have considered some elements of a strategy devel-
opment process and discussed considerations regarding stakeholder involvement and 
the kinds of measures that might be used to track progress. We have also explored an 
example of how HR strategy can help stimulate and steer culture change. 

In the next section,  Strategies for Talent, we move on to consider various aspects of 
HR strategy implementation that relate to talent. We shall start by looking at workforce 
planning and recruitment in the next chapter. 
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Te two decades since the frst edition of this book was written have witnessed surges, 
ebbs and fows in demand for key talent. Te frst edition in 1999 coincided with what 
McKinsey dubbed ‘Te War for Talent’. Fears of shortages of the talent required to fuel 
the burgeoning knowledge and service economy led to a growing focus on how to source, 
recruit and retain high potential workers who could fuel business success. Te second 
edition of this book in 2009 coincided with the immediate afermath of the fnancial cri-
sis, which brought the practices of many global frms into disrepute and led to large-scale 
lay-ofs, whose repercussions are being felt to this day. Te current edition (2021) written 
during the global pandemic raises questions about the future of work and the kinds of 
workforce required going forward. 

Identifying, sourcing and retaining those people who breathe life into an organisation 
in this changing landscape is essential if businesses are to thrive and make the most of a 
return to positive market conditions. Consequently, talent management and workforce 
analytics are once again integral elements of companies’ future-readiness plans. To se-
cure the workforce an organisation needs, recruitment is only part of the talent picture. 
In later chapters, we shall consider approaches relating to motivation, retention and per-
formance such as development, engagement, performance management and reward. We 
focus specifcally on the inter-related strategies of developing people and the creation of 
efective career paths in Chapter 9. 

CHAPTER OVERVIEW 

In this chapter we shall explore elements of a strategic approach to addressing some of 
the talent challenges facing organisations, focusing in particular on workforce planning 
and recruitment. We shall cover: 

• Talent shortages: an ongoing War for Talent 
• Defning talent and talent management 
• Workforce planning process 
• Recruitment and selection process 
• Use of technology 

LEARNING OBJECTIVES 

• Provide overview of talent management 
• Outline an approach to workforce planning 
• Consider recent developments in recruitment 

INTRODUCTION: AN ONGOING WAR FOR TALENT 

With ongoing uncertainty at the time of writing about the continued impact of COVID-19, 
many organisations will need to reduce workforce costs while also ensuring they have 
the people required to keep business-critical operations running and recover from any 
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recessionary downturn. Aside from the pandemic, the implications of the political, de-
mographic and technology trends shaping businesses and the workforce are profound. 
What is unclear is whether the acceleration of business closures and job losses during 
2020, and the technology-driven transformation of many large corporations, will result 
in a new structural status quo and a very diferent workforce from what went before. 

As organisations look to embrace agility and new ways of working and, with the pros-
pect of resurgent economic activity afer the pandemic, shortages of key talent risk set-
ting back business recovery and growth across the globe, with the greatest year-on-year 
talent shortage increases in the United States, Sweden, Finland, Hungary and Slovenia in 
what has been dubbed ‘Te Great Resignation’. As talent and skills gaps grow, as many 
as 40% of companies in Accenture research experience shortages that drastically impact 
their ability to adapt and innovate. Various studies confrm similar messages for the 
UK. In their 2019–2020 survey Closing the Skills Gap: What UK Workers Want in 2020 
the Manpower Group found that 23% of UK employers were unable to fnd the talent 
they needed. UK organisations also have to respond to the continuing impact on their 
resourcing and talent planning activities of leaving the EU, especially the ending of free 
labour movement and related shortages of certain types of labour. 

As a result, many leadership groups worry that their organisation might be facing an 
existential crisis and competition has increased to attract and retain individuals who 
demonstrate the most potential and who have sought-afer skills. Te ‘War for Talent’ 
has not gone away, merely changed shape. 

DEFINING ‘TALENT’ AND ‘TALENT MANAGEMENT’ 

To address such challenges, the need for new approaches to talent management has rarely 
been greater. Yet while many organisations are investing heavily in IT strategies to sup-
port their increasingly complex and dynamic operations, most have been slow to re-
spond when it comes to the workforce. Tey still rely on a single infexible talent strategy 
for a work world that soon will look nothing like it did a few years ago. 

Te terms ‘talent’ and ‘talent management’ became commonplace following the coin-
ing of the ‘War for Talent’ by McKinsey at the end of the last century. A CIPD sponsored 
research project (Tansley et al. 2007) found several variations on how organisations un-
derstood these terms. Where there was some coalescence was in the following defnition 
of ‘talent’: 

Talent consists of those individuals who can make a diference to organizational 
performance, either through their immediate contribution or in the longer term by 
demonstrating the highest levels of potential. 

With respect to talent management, various theorists argue that this is simply a re-
labelling of old processes. It is defned as: 

Te systematic attraction, identifcation, development, engagement/retention and 
deployment of those individuals with high potential who are of particular value to 
an organization. 

In recent times the defnition of ‘talent’ has broadened beyond those people deemed 
to have high potential (the ‘exclusive’ view), to a much wider defnition of talent that 
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embraces people at diferent levels on whose skills business success depends, even though 
they may not be future leaders. Increasingly therefore talent management involves look-
ing at the ‘talents’ of the whole workforce and fnding ways to develop their strengths (the 
‘inclusive’ view). 

Early talent management theories emphasised the importance of recruitment as a 
means of flling talent gaps, yet in more recent times the focus has expanded to include 
areas such as building organisational capability, workforce and succession planning, in-
dividual performance and policies aimed at talent development, management and reten-
tion. Talent management activities today typically include: 

• Workforce planning 
• Recruitment (talent acquisition) 
• Building talent ‘pools’ – internal and external 
• Succession planning 
• Leadership development 
• Career management 
• Deployment 
• Performance management 
• Employee engagement 
• Employee retention 
• Life-long learning. 

Conventional talent management practices tended to assume that employers have the 
upper hand in the employment relationship. In recent times, with rapid innovation a 
strategic imperative for most companies, top-down planning models are giving way 
to nimbler, more customer focused, user-driven methods. In similar vein, employees 
increasingly want the same kind of personalised attention and experience that custom-
ers receive, and skilled workers can and do exercise their options if they are not happy 
with their lot. Employers have to come up with innovative, more responsive, employee-
focused and personalised approaches to talent management if they are to attract and 
retain the people, they need to fuel their business success. 

Tough recruitment and retention are ofen spoken of in the same breath, as here, 
the factors driving them are not necessarily the same. Companies typically develop ‘em-
ployer brands’ to attract potential employees, yet if the lived reality of the brand is difer-
ent from the promise, the customer–employee goes elsewhere. Tis potentially broadens 
the scope of talent management to include factors such as management development, 
employee communications and organisational culture – which refect how the employer 
brand is lived and have a bearing on retention. 

Tis means, according to Chris Gray, director of the Manpower Group UK, ‘Organisa-
tions need to be agile, and willing to stretch their candidate ofering; increasing salaries 
isn’t enough of a diferentiator anymore’. Tese solutions must refect an understanding 
of employee motivation and be closely linked to trends in the changing labour market, as 
well as to the organisation’s needs. 

Te need for a talent management strategy 

Given the changing world of work, organisations must take a strategic approach to talent 
management and regularly evaluate their practices. As Guthridge et al. argue (2008), 
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talent management is very much a business issue: ‘demographics, globalization and the 
characteristics of knowledge work present long-term challenges that reinforce the argu-
ment for putting workforce planning and talent management at the heart of the business 
strategy and for giving those issues a bigger share of senior management’s time’. 

Senior leaders need to be actively involved in the talent management process and 
should make involvement in the recruitment, succession planning, leadership develop-
ment and retention of key employees their high priorities. Unilever, for example believes 
in recruiting only the very best people and requires top-level managers to make time 
for interviews, alongside their other responsibilities. Since the way people are managed 
can make a diference to collaboration and retention, the question arises: do we have the 
right kinds of managers with good emotional intelligence? In Unilever line managers 
play an active role in the recruitment and development of talent. Tey are expected to 
act as coaches or mentors, provide job-shadowing opportunities and encourage talented 
employees to move around within the organisation for career development. 

Managing talent means being clear about which of the diferent elements of the talent 
process are more important at any given time, including being aware of where the pres-
sure points are. Tere is no point in recruiting people satisfactorily on the one hand but 
failing to retain them on the other hand or losing people further down the pipeline at 
the same time (Taylor 2018). A more comprehensive, agile and holistic approach to pre-
dicting, sourcing, reskilling and deploying talent is needed, that is owned by leaders who 
want to purposefully design their workforce to keep pace with technological and other 
changes and to get the best from people and technology. 

WORKFORCE PLANNING 

As we discussed in the last chapter, an integrated talent management strategy starts with 
the organisational strategy and business plan. It brings together the operational and the 
strategic planning processes. Many businesses are thinking hard about their future skills 
requirements. Tere is a growing realisation that, with an increased emphasis on agility 
and responsiveness, good quality management information set within a planning frame-
work is the key to identifying and maximising the drivers of performance before cir-
cumstances force managers to act to close workforce gaps. Creating a talent management 
strategy therefore requires workforce planning. 

Te organisation-wide workforce plan should be driven by the business strategy and 
be ‘future-focused’, to equip the organisation with the workforce of the right size, shape 
and nature, comprising permanent and contingent staf, that enables the organisation 
to deliver the business strategy while at the same time remaining fexible enough to 
deal with constant change. It will clarify both demand (i.e. what the organisation needs) 
and supply (i.e. the people you will have). Te workforce/talent plan will help to focus 
and prioritise talent goals, especially with respect to critical roles and where investment 
should be made. Getting the right focus and blend of approaches for capability-building 
is important. 

Tis is a dynamic, ongoing process that aligns the needs and priorities of the organi-
sation with those of its workforce to ensure it can meet its legislative, regulatory, service 
and production requirements and organisational objectives. A strategic workforce plan 
informs good business decisions and vice versa, especially when skilled people are in 
short supply and fnding, hiring and retaining employees with the right skills is a key 
challenge (Aon 2019). 
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Deloitte (2004), suggested six questions CEOs should ask their HR Leaders: 

1 Which segments of the workforce create the value for which we are most rewarded 
in the marketplace? 

2 Which areas of our business will be most impacted by impending waves of retire-
ment? What are we doing to prepare successors? What impact will the anticipated 
retirements have on the skills and productivity necessary to meet future demand? 

3 In what areas is the talent market heating up (i.e. demand will outpace supply)? 
Which segments of our workforce will be most impacted? What are the potential 
top-line and bottom-line implications? 

4 What skills will we need over the next fve years that we don’t currently possess? 
How will we create that capacity? What happens to our business if we don’t? 

5 What is our turnover within critical areas? How much is it costing us? In custom-
ers? In productivity? In innovation? In quality? What are we doing to resolve the 
root causes? 

6 Are we actively developing talent portfolios or workforce plans that will help us to 
understand and communicate the fnancial consequences of talent decisions on 
our business? 

In today’s fast-moving context, with the conventional business planning horizon becom-
ing ever more short-term, workforce planning is increasingly difcult. A greater focus is 
needed on how to prepare organisations and people for the future of work (WEF 2018). 

Demand for new roles 

Technology is changing the future of work since it changes the types of work – and jobs – 
required and the skills needed to do them. A major transformation of the jobs mar-
ket is underway thanks to the ‘fourth industrial revolution’ (4IR), with the emergence 
of machine learning, the integration of Big Data, Cloud computing, robotics, artifcial-
intelligence and additive manufacturing. Many jobs have been automated out of exist-
ence and some of the most in-demand roles are completely new. Many organisations 
are fnding that a growing share of their revenue is directly linked to digital skills areas 
and jobs that did not exist ten years previously. Just some of today’s emerging occupa-
tions include: –data analyst, data scientist, user experience designer, AI and Machine 
Learning Specialists, Big Data Specialists, Robotics Specialists and Engineers and Digital 
Transformation Specialists, User Experience and Human-Machine Interaction Design-
ers Information Security Analysts, Ecommerce, Social Media Specialists, Innovation 
Professionals and Algorithm trainer. People to fll such roles are in short supply. 

In a 2018 Deloitte survey over 75% of executives reported challenges in recruiting 
individuals with the relevant digital skills, with data scientists and analysts among the 
most difcult roles to fll and retain. Consequently, there is likely to be ferce competition 
between employers to attract the best. 

Changing job skills 

Even though some roles may look similar to those in the past, the skills required to do 
them continue to evolve rapidly. In this fast-moving context even conventional roles 
that are still needed - such as General and Operations Managers, Sales and Marketing 
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Professionals, Organizational Development Specialists, Training and Development Spe-
cialists, People and Culture Specialists – are being given a new twist by technology. Can 
people be developed to meet the new demands of their roles or must new ‘ready-made’ 
talent be brought in? 

PwC observe that the ‘low carbon workforce’ will treble by 2030 and that demand for 
digital skills and transferable skills such as creativity, critical thinking, interpersonal 
communication skills and leadership skills will also become more important as technol-
ogy advances and virtual working becomes commonplace. 

Kruse (2020) reports on research into the skills required by employers. 
Te top ‘sof’ skills identifed were: 

• Creativity: how to generate original ideas and solutions. 
• Persuasion: convincing others to support your ideas, buy your solutions or to take 

action. 
• Collaboration: able to work on a team and unlock synergies towards a common 

goal. 
• Adaptability: thriving in change and uncertainty. 
• Emotional intelligence: able to perceive and understand the emotions of yourself 

and others and to modulate your own natural emotions. 

Te top ‘hard’ skills were: 

1. Blockchain: a novel way to securely store, validate, authorise and move digital as-
sets across the Internet. 

2. Cloud computing: design, delivery and maintenance of cloud architecture on plat-
forms like AWS and Azure. 

3. Analytical reasoning: able to understand data and generate conclusions based on 
analysis. 

4. Artifcial intelligence: embodying AI, machine learning and natural language 
processing. 

5. UX design: conducting research and designing sofware and other products to 
maximise the ‘user experience’ 

6. Business analysis: able to work with data for analysis, problem-solving and 
presentations. 

7. Afliate marketing: the hottest new hard skill is about marketing through others’ 
trusted channels. 

8. Sales: perhaps both a hard skill and a sof skill as sales involves persuasion, but for 
a specifc commercial end in mind. 

9. Scientifc computing: able to apply statistical and analytical approaches to large 
data sets using programs like Python, and MATLAB. 

10. Video production: mobile video is quickly becoming the dominant form of all 
communication and companies are fghting to create efective digital video assets. 

Given that workers with sought-afer skills appear to have many employment choices 
available to them, employers are increasingly having to compete hard for the best 
candidates. 

Conventional ‘hard’ workforce planning is about numbers: efective and timely work-
force planning goes beyond forecasting headcount and workforce supply and demand 
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to also focus on skills, potential and how these are deployed and organised. Executives 
must ask the difcult questions: Do we have the right capabilities across the organisa-
tion? Are they available at the right time and the right cost? 

Data need to be analysed and understood in context, for instance current demograph-
ics, predictions for skill shortages or surpluses, the labour market and other workplace 
trends. Workforce planning should yield important data such as ease or difculty of hir-
ing, time to hire, time to productivity, attrition rates and so on, which can help identify 
risks and contingency actions. Te advent of Big Data and predictive analytics has made 
it possible to establish a comprehensive workforce plan which can feed into recruitment, 
development, succession planning, career planning, talent planning, organisation design 
and a number of other HR practices. 

‘Sof’ (or strategic) workforce planning is about defning a strategic framework within 
which such information can be considered in order to provide agile people solutions to 
complement the future direction of the business. Tis is particularly important for at-
tracting, developing and retaining those sought-afer people who ultimately determine 
the organisation’s success in the marketplace. In developing the strategy, it’s important 
to think in terms of well targeted practical outcomes that can be carried out as efectively 
as possible by key stakeholders such as line managers. Since it encompasses the whole 
organisation the planning process requires buy-in at all levels and should seek to enable 
co-operation between managers to minimise any competition for people resources 
between departments. 

Elements of a typical workforce planning process 

As we discussed in the last chapter, the process requires understanding the organisation 
and its environment, analysing the current and potential workforce, determining future 
workforce needs, identifying the gap between the workforce you will have available and 
your future needs, and implementing solutions to address shortages, surpluses or skill 
mismatches so that an organisation can accomplish its mission, goals and strategic plan. 

Understand the organisation/business strategy and the operating
environment 

Working with stakeholders is key, especially the Executive team, to answer questions 
such as: Where is the organisation going? How are needs changing? What are the plans to 
increase productivity, including changes to organisation structure and processes? What 
does the organisational structure look like now and what’s likely in future? How will you 
deliver your next product or service? Do you have the workforce you need to deliver your 
growth agenda in a way that beats the competition? Are there intentions to introduce or 
update technology? Are you becoming international/global? How much change and in-
novation do you wish to inject into the system? What costs are you expecting? How much 
fexibility will be needed in servicing customer needs (e.g. 24-hour retailing)? 

Predict future needs 

Preparation benefts from anticipating future work demands earlier in the cycle. Scenario 
planning, for instance, can be used to show diferent possible futures and their diferent 
people requirements. Technology is likely to feature in all future scenarios so HR should 
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assess the expected impact on current roles within their organisation and identify the 
key future critical skills required for future business success at all levels – from corporate 
to functional/individual – and predicting the timeframes involved. 

Many companies will have three to fve key capability areas which refect the way 
their business wants to go. One organisation decided that it needed just one distinctive 
skill area – data science – for its future success. Another concentrated on building the 
capability of creating a powerful brand. Tis is about understanding: 

• What capabilities do we do very well? 
• Within those capabilities, what positions do we need? 
• Who do we have in those roles? What is their delivery value? 
• How do we leverage these positions to make a diference? 

Tough not yet widely adopted, predictive intelligence can aid in assessing current 
workforce needs and can also guide workforce requirements up to 18 months out, 
including the traits of future leaders, according to Accenture. Predictive intelligence 
must be continuous, iterative, and remain a closed-loop process that involves all parts of 
the organisation to remain efective. Such an exercise can help to formulate Contingency 
and Adaptive plans to mitigate potential risks to achieving future goals. 

Determine current workforce to deliver the strategy 

Collecting and analysing workforce data can help identify the knowledge, skills, abilities, 
demographics, talent profles, attrition rates and other factors such as employees’ views 
on job security, satisfaction and intention to leave. With respect to the current workforce, 
it provides answers to questions such as: 

• How many people do we have? 
• What are their skills, knowledge, experience, attitudes to change? 
• What do our current staf want in terms of career development? Are these expec-

tations realistic? 
• Who has particular talents which we wish to nurture? 
• Who do we especially want to retain? 
• Who is at risk of leaving? 

Other parameters can provide a fne-tuned analysis, such as people by geographical 
location or business division (some functions stretch across divisions); demographic 
diferences within the workforce, or contractual diferences as to how work is resourced. 

However the CIPD (2020) report that only 14% of organisations collect and use 
good-quality data to forecast hiring demands, and just 8% assess the availability/supply 
of talent in the market. Only 19% currently measure the return on investment of their 
recruitment processes. 

Identify gaps in the skills and knowledge required to deliver future
business plans 

Roles should be built on a detailed understanding of the work, staf skills and customer 
needs. Bear in mind that future roles will ofen involve a greater use of technology and 
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require a greater digital awareness. Identifying gaps involves three distinct phases in-
cluding Supply Analysis, Demand (or Needs) Analysis and Gap Analysis.

• What key skills areas are we likely to be short of?
• Where do we have too many of the ‘wrong’ skills?
• How much will people be willing to retrain?

Develop an action plan

This should allow for functional, numerical and adaptational flexibility:

• External – develop hiring plans or alternative sources of relevant talent
• Internal – identify internal talent; create development plans; develop retention 

strategies; removal plans

Options for closing skills gaps will depend on the situation. Where recruitment, reten-
tion, or both, present a resourcing challenge, greater focus will be needed on building 
required skills via staff upskilling or reskilling, though this may take some time. To ad-
dress their urgent skills gaps employers must decide whether to hire new permanent staff 
with the relevant skills; seek to automate the tasks concerned partially or completely; 
use contractors, temporary staff and freelancers and/or retrain existing employees. Since 
doing things differently can require behaviour change as much as a skill change, a mix of 
up-skilling, reskilling and unlearning may be required. Sources: CIPD 2018; OECD 2019.

Generate consensus on the plan 

A collaborative approach is vital and will involve wide-ranging consultation with stake-
holders to enable all parties to agree and understand the rationale for the actions being 
taken.

Ensure clear allocation and understanding of responsibilities

It’s essential that all those involved are clear about what they are responsible for and what 
actions they need to take.

Provide support for managers

Line managers will need support and information from HR and others to fulfil their 
responsibilities. For example, the skills to interpret data, to input good quality informa-
tion and perform analysis are essential to ensure managers can fully participate in the 
planning process and act on the outcomes.

Establish and embed clear evaluation processes into all stages of the process

The evaluation criteria and measures – such as effectiveness and cost – will depend on 
the objectives. Essentially, workforce planning is about trying to predict the future to 
inform decision making so evaluation needs to relate to the outcomes of those decisions 
and their consequences, i.e. an agile, skilled workforce who can adapt to change. Eval-
uation should be iterative – the more proficient organisations become at planning the 
more likely they are to be able to identify relevant evaluation criteria to demonstrate their 
ability to make more accurate future predictions.
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Review and capture learning 

Te process needs to incorporate clear and robust mechanisms to review and capture 
learning and feed this back into the process. Tese insights provide a valuable map to 
guide future signifcant enterprise transformations. 

Create an infrastructure for development 

Te Chief Human Resources Ofcer (CHRO) must oversee an integrated efort to keep 
all teams moving in the same direction and: 

• Develop HR policies that support development, upskilling and learning 
• Ensure that organisational values, feedback processes, senior management behav-

iour, reward mechanisms and development all align 
• Create mechanisms for self-development such as 360-degree feedback, develop-

ment reviews, development centres, learning resources, career workshops etc. 
• Ensure that line managers are trained to help others with their development. 

Tough a workforce planning process is ofen described as a series of steps, it is impor-
tant to recognise this as an iterative process, not a rigidly linear one. It is also important 
to join up talent management practices in a strategic way from recruitment through to 
development, progression and retention, which play a part in building the organisation’s 
capability in a changing marketplace. If the plan is to remain relevant in a rapidly chang-
ing environment, it should be subject to constant feedback and review. Creating a useful 
workforce plan is as much art as science. No single formula exists that will produce a 
‘correct’ workforce plan. However, with a wealth of data available, the art is to bring this 
together and interpret it in a meaningful way. 

RECRUITMENT 

One likely outcome of workforce planning is a decision to recruit. Recruitment should 
rarely be about straightforward replacement or gap flling but should ideally be part of 
your recruitment strategy that should align with your wider approach to talent and peo-
ple management. For example, what should be the right balance between developing cur-
rent staf and external recruitment? Every recruitment process is a strategic opportunity 
to bring into the organisation the kinds of skills and experience that cannot easily be 
built from within. If recruitment from outside becomes the only means by which senior 
positions are flled, internal candidates soon realise that they must leave the organisation 
if they want to be promoted. Moreover, due to talent shortages, recruiting people with 
the skills you need may not be an option. Conversely, with too little external recruitment 
an organisation’s processes and staf can start to stagnate. Every decision not to recruit 
externally is an opportunity deliberately to grow internal talent. 

Campbell and Hirsh (2014) recommend a systematic approach to talent management. 
However, strategic approaches to recruitment are rare; most are tactical and short-term. 
CIPD research (2020) found that few organisations take a comprehensive data-based 
approach to improving their resourcing decisions. Few organisations currently collect 
and use good-quality data to forecast hiring demands or assess the availability/supply of 
talent in the market. 
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Te most obvious alternative to sourcing the right skills is growing the skills of your 
own workforce, which is the focus of Chapter 10. Making the right choices requires a 
long-term intent and focus on capability-building, allied with pragmatism to take into 
account specifc short-term business needs and the state of the labour market at the time 
(Turner and Kalman 2014). 

SOURCING TALENT 

So if recruiting employees to permanent roles is not always the right answer, sourcing 
talent in other ways requires some experimentation to fnd what works for your 
organisation in its circumstances. Some of the talent acquisition options for expanding 
workforce models in the short-term follow here. 

Redesign jobs 

Cheese (2007) argued that closing talent gaps requires innovation in thinking through 
the design of working processes and jobs themselves: 

• Jobs or tasks can be redesigned to reduce the level of skills profciency (i.e. 
down-skilling) 

• Jobs can be moved or relocated to access diferent talent pools (i.e. near-shoring or 
of-shoring) 

• Jobs can be moved to another organisation better equipped to fnd the right talent 
(i.e. outsourcing or partnering) 

• Technology can reduce the need for some jobs completely and provide many 
opportunities to change job and skill requirements (i.e. automation) 

• Jobs can be structured to be carried out virtually to allow people to do the work 
from anywhere (i.e. restructuring) 

• Particular tasks may be thrown open to the free networks and talent now available 
on the Internet (i.e. the ‘wiki’ economy). 

Another option is to augment the human workforce with machine capital. Accenture 
(2017) research proposes that, in the countries it studied, AI has the potential to boost 
labour productivity by up to 40% in 2035. Tis rise will be driven not by longer hours 
but by innovative technologies enabling people to make more efcient use of their time. 

As technology becomes more embedded into work, its design and use must be mon-
itored for fairness and equity. A Deloitte Insights survey (2020) found that, while only a 
small percentage of respondents are currently using robots and AI to replace workers, or-
ganisations that are implementing technologies to drive efciencies can expect to make 
decisions sooner or later about whether and how to redeploy people to add strategic value 
elsewhere, or, if they decide to eliminate jobs, what they will do to support the workers 
thus displaced. 

Redefne concept of ‘workforce’ 

Accenture (2017) argue that to source the talent they need for competitive agility must 
redefne and expand the concept of ‘workforce’. Tey point out that, as the ‘one role, 
one worker’ approach gives way to more fuid and task-based ways of approaching work, 
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the term ‘employee’will increasingly encompass a broad spectrum spanning internal to 
external, human to machine, and short-term gig working to full-time work. 

Matching skill to business need is where digital comes in. By exploring digital talent 
platforms such as Upwork employers can expand their talent ecosystem to include 
networks of freelancers to fnd the temporary talent they need to complement employee 
teams and create access to potential opportunities. Tese new talent platforms draw 
on data from multiple sources, including HRIS systems or cloud-based productivity 
and collaboration sofware. Procter and Gamble (P&G) used Upwork for new product 
development R&D needs, supplementing their internal teams. Once teams are set up, 
and feedback collection is automated, just-in-time feedback can confrm if the match is 
working. 

To reduce costs and improve speed other companies are creating their own talent 
networks to access diverse skillsets for just-in-time stafng. Tis allows companies to 
tap into specialised talent pools in an agile manner when they are needed and on terms 
that deliver value to both parties (Jesuthasan et al. 2018). For example, a company may 
occasionally need to access a group of world-class sofware engineers who prefer to work 
as free agents to develop a unique portfolio of skills and accomplishments. 

Engage contingent workers 

Bringing in freelancers ofers the fexibility to meet business goals, with the added 
advantage of scalability to meet fuctuating demand. With talent moving in and out of 
the organisation, even though these workers are not employed on a full-time basis, com-
panies must understand what drives their engagement because of the value they deliver 
to the organisation. How organisations treat contingent workers becomes known. Afer 
all, workers from diverse organisations share their knowledge about companies via peer-
to-peer networks, online blogs, Facebook communities etc and bad experiences soon 
become known. And, as Uber and other ‘gig economy’ frms are fnding, this does not 
absolve companies of responsibility for treating such workers well. 

Tis means that organisations need a detailed approach for integrating all types of 
diverse talent across the workforce, expanding collaboration and creating a consistent 
experience inside and outside the traditional boundaries of the organisation. To engage 
talent on a deeper level requires organisations to connect workers to the culture and 
develop relationships with all talent – regardless of work arrangement – so that people 
choose to work for the organisation when needed and are committed to its purpose. 

Tis also means moving beyond the traditional employee value proposition aimed 
exclusively at permanent employees to develop a diferentiated talent value proposi-
tion that considers the needs and preferences of all workers – both employees and non-
employees. Tis should ensure that all workers are treated fairly in how they connect to 
each other and the organisation, and in how they experience an organisation’s culture. 
Consequently, many organisations that rely on contingent talent are tailoring their talent 
value propositions to address the pain points of these workers (Jesuthasan et al. 2018). 

Careers matter to most people. Today people expect to work for a number of employ-
ers during their careers and workers value being able to design their own careers. So a 
more individualised defnition of work is emerging which, in turn, requires more agile 
organisational approaches to the ‘work deal’. Given the signifcant shifs in the demo-
graphics of the workforce, namely an increased proportion of women, greater ethnic 
diversity, more educated employees and an ageing workforce, there is increasing demand 
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from workers for work–life balance. Tis means that people seek choice in their assign-
ments, fexible schedules and the opportunity to develop new skills and engage with a 
variety of organisations that will enhance their CVs. 

Reskilling is important for all workers – and for non-FTEs in particular. Mercer’s 
2018 Future of Work Survey reveals that almost half of organisations (47%) ofer learning 
and development opportunities to contingents. About 45% of employers are considering 
ofering recognition programs to free-agent workers and 41% expect to provide benefts 
including access to health and wellness programs such as gym memberships and ftness 
consultations. 

Unlike full-time employees, contingent workers face considerable instability in the 
following key areas: fnancial risk due to variable cash fow; increased tax burdens; 
inadequate saving for retirement without adequate guidance and support. So some 
organisations are also supporting contingent workers for instance by ofering specialist 
workshops on fnancial and pensions planning. 

Recruit older workers 

With Age Discrimination legislation in force throughout Europe and organisations ex-
periencing key skills shortages, employing older workers is increasingly common, even 
though in practice there appears to be a continuation of subtle age discrimination in 
many organisations, with older workers ofen missing out on promotion or development 
opportunities. However, legislation has made it illegal to exclude candidates on the basis 
of their age and recruitment advertising, job specifcations and the recruitment process 
as a whole have to be ‘age-proofed’. 

Create a talent ‘stream’ not just a ‘pool’ 

Many organisations seek to create an internal talent pool from which to select future 
candidates for senior roles. Graduate recruitment, a traditional way of doing this, was 
badly hit during the pandemic. Today, reinvesting in graduate schemes, apprenticeships 
and internships can help employers gain access to a steady stream of entry-level talent. 
Online recruitment can speed up and streamline the process of recruitment as well as 
expand company graduate outreach programmes. 

Employers want to be able to target specifc groups of candidates and candidates want 
to work for employers who share their values, and who are interested in investing in 
them to help them reach their goals. So communications should be personalised. On-
line recruitment networks feature portals, with databases of students and graduates 
from across a spectrum of UK universities. Graduate recruitment websites ofer diver-
sity zones, where candidates can look for jobs that encourage applications from specifc 
groups of people such as women and ethnic minorities. 

Tese portals are designed to help employers and graduates to fnd each other. 
Employers can tap into online these pools of talent, hosting online chat rooms or 
e-mailing targeted candidates. Once the graduate applies to the employer online, the 
portal service may provide the online application form (under the employers’ own iden-
tity), screen it to ensure the candidate is suitable for the role, and be further involved in 
seeing the application progress online. However, such tools cannot replace a company’s 
presence on campuses; they mainly serve to increase the size of the talent pool available 
to the company. 
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Develop a ‘passive’ external talent pool 

Filling jobs requiring specialist skills and knowledge can ofen be a costly and lengthy pro-
cess, yet in the past, only professionals who were on head-hunters’ books actively looking 
for a new job were considered part of the available talent pool. Ofen suitable candidates 
slipped through the organisation’s net because there wasn’t a vacancy at that particular 
time. Nowadays, 94% of professionals would be open to being approached about a role 
even if they weren’t actively looking for a new job, providing they were approached in the 
right way. Passive candidates value direct and personalised communication that makes 
it clear that their skills and experience are particularly valuable rather than general ap-
proaches via social media or email. Nearly a quarter of organisations recognising this 
have included direct targeting of passive jobseekers among their most efective attraction 
methods over the last 12 months (CIPD 2020). Despite this, two-thirds of employers do 
not have a plan in place to reach this potentially huge latent source of talent. 

Ideally, employers should build long term relationships with potential employees, 
creating relevant and meaningful engagement and building a positive employer brand 
and reputation. Philips TA has been moving from a ‘Business-driven structure’ to a 
more ‘Candidate Centric Organization’. Philips Healthcare has a systematic approach 
to proactively building talent pipelines in certain key areas. Tey: (a) Have a target set of 
companies, (b) research their employee base and (c) actively reach out to the ones they 
are interested. Tey do not pitch a job; the idea is just to get to know people, talk to them 
about what Philips are all about and if they are interested include them in their candi-
date CRM. (d) Have regular interactions with their potential talent pool through a good 
mix of engagement forms including emails, newsletters, meetups or 1-1 interactions. Te 
essence is to get to know your talent pool and build a long-term relationship with them. 
Te starting point is a CRM from where you think about: how and who cultivates your 
talent pool? How ofen? What should you include in your communication? Te second 
important aspect is systems and tracking. If not tracked appropriately, such engagement 
withers away and would not create long-term value. 

At Nestle, the large global food and beverage manufacturer, the recruitment services 
team is one of several HR centres of expertise, the others being learning and develop-
ment, the information and administration centre, and policy, remuneration and reward. 
Te recruitment services team have worked with a number of functions to develop a 
multi-channel approach to flling their recruitment needs. Supported by the HR business 
partners, the function identifes its talent shortfalls then recruitment services devise an 
attraction strategy to fll the specifc talent gap. 

One initiative to help overcome the shortage of skilled applicants is Nestlé’s ‘talent 
puddles’ approach. Tis is a targeted pool of talent that acts as a talent bank in areas of 
the business where there is a shortage of skilled applicants for specifc jobs and difcult-to 
fll roles. Creating a small puddle of talent that can be readily brought into the business, 
thus reducing the costs and speeding up the recruitment process, is easier to manage 
than a broad generic talent database, which over time can grow too unwieldy to identify 
the most appropriate candidates. 

Increasing the diversity of talent pools 

Many organisations are placing greater emphasis on ensuring diversity throughout their 
organisations and are improving the inclusivity of their recruitment processes by taking 
a comprehensive approach that includes measures to eliminate bias. Equality, Diversity 
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and Inclusion (EDI) is a complex area with multiple strands of issues, legal frameworks 
and frequent legal minefelds. Te systemic nature of prejudiced practice requires sys-
temic action to overcome many of the business, structural and other obstacles that get in 
the way of recruiting and developing a productive, diverse workforce. Yet CIPD (2020) 
research found that only half of organisations have a formal diversity strategy. While 
progress is being made in pockets, it is only by fully aligning brand, attraction, selec-
tion, hiring manager training, onboarding, retention and ongoing career progression 
that organisations will gain full visibility of what is and isn’t working so they can make 
informed changes. 

Building an inclusive work environment doesn’t just happen; it requires sustained efort 
(Frost and Kalman, 2016). Te frst step is reviewing current practice. For instance, how can 
you ensure that your recruitment practices eliminate bias and discrimination – what chan-
nels are you using to recruit talent? How can you de-bias job postings and the recruitment 
process? Are you varying how and where you are doing your outreach? Are the images and 
language you are using inclusive and not putting people of from applying to your organ-
isation? If you have a recruiter acting on your behalf, are they aware of your values and 
commitment to diversity? Are you confdent that your line managers are recruiting fairly? 

Te next step is actively improving recruitment practice to reach a wider range of 
candidates. Many organisations now adopt gender, age and racially neutral recruitment 
practices and ‘blind’ or ‘neutral’ job posting to ensure that the right candidates are not 
overlooked. By garnering and assessing information from a variety of sources and pro-
viding deep-dive reports for senior management, HR can highlight areas where action is 
most likely to produce positive movement on difcult issues. 

Te CIPD (2020) suggest the following actions to increase the diversity of your can-
didate pool: 

1. Broaden your pool of potential candidates by varying your recruitment outreach 
and placing more rigour, consistency and challenge in your recruitment and selec-
tion approaches. 

2. Ask questions about what is critical to the role. People from diferent industries 
or backgrounds may have transferable skills and knowledge and can bring fresh 
insight. 

3. Build a strategic approach to attracting and developing diverse candidates to fll 
senior positions. Consider targeting attraction strategies for people with character-
istics that are under-represented in particular roles. 

4. Critically evaluate your organisation brand to see how attractive it is to diverse 
candidates. What changes can you make to your brand and your culture to help 
attract, select, develop and retain more diverse employees? 

5. Evaluate your recruitment activities to assess which are most efective in broaden-
ing your talent pools. 

6. Develop programmes like career returners and mid-career change to help broaden 
your talent pool and diversify people’s skills. 

Living up to business values and ofering a fair employee value proposition will be critical 
to building trust and creating an inclusive workplace during these challenging times. So 
if you held a mirror up to the policies and practices in your company, would you win a 
national diversity award? Are you inclusive? Are you leading diversity best practice or 
trailing a long way behind, doing just enough to meet the legal requirements? 
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RECRUITMENT STRATEGIES 

Technology, globalisation and evolving demographics are all driving changes in the ways 
workers shape their careers, engage with potential employers and make decisions about 
the roles they apply for. Recruitment approaches must keep pace. 

Attracting potential recruits 

Tanks to technology the recruitment process is being radically transformed. At a time 
when competition for certain jobs is growing increasingly ferce, traditional job adverts 
and recruiting tactics just aren’t going to work. Organisations that manage all aspects of 
recruitment themselves must expand the ways they reach out to potential recruits. It is 
now no longer enough for employers to consider their online talent acquisition strategies; 
they must also consider mobile accessibility. Additionally, video content is becoming 
more important. It is vital to ensure technology is adopted carefully and complements an 
organisation’s brand and values and is optimised with the end-user experience in mind. 

Use of search agencies 

Similarly, search agencies are themselves undergoing something of a transformation. 
Tey increasingly provide website-based recruitment services, where the consultancy’s 
added value is in the quality of candidate assessment and in their systematic closing 
procedures. Candidates, typically mid-level professionals, are encouraged to complete a 
set of questionnaires and instruments, including psychometrics, which produce a pro-
fle. Tey can place their CV on the web which means that their details become available 
through the search consultant’s website to potential employers around the world. Private 
sector organisations are more likely than their public or not-for proft counterparts to 
include recruitment/search consultants, professional networking sites, direct targeting 
of passive jobseekers and professional referral schemes among their most efective attrac-
tion methods, and less likely to include specialist journals/trade press and newspapers. 
Te public sector is more likely to take traditional routes to fnd the candidates they seek, 
including via apprenticeships, job fairs and secondments, and less likely to include pro-
fessional networking sites and commercial job boards (CIPD 2017). 

Employer branding 

In conventional marketing, developing a successful company brand is part of the distinctive-
ness of the product and is used to gain customer awareness and loyalty. Te brand implies a 
‘promise’ and creates customer expectation; the consumer ‘buys’ that promise and is satisfed 
or otherwise. As a result the customer continues to buy the product, or not; speaks well or 
badly of the product and, if disappointed, goes elsewhere. When a brand is closely identifed 
with its ‘product’, for example as a prestige item, every element of the design, production, 
quality of fnished goods and afer-care service need to be aligned with the brand promise. 

Similarly, employer branding is how an organisation markets what it has to ofer to 
make itself attractive both to potential and existing employees: 

An employer brand is a set of attributes and qualities – ofen intangible – that make 
an organization distinctive, promise a particular kind of employment experience, 
and appeal to those people who will thrive and perform to their best in its culture. 

(Walker 2007) 
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An organisation’s ability to attract external talent depends upon how potential applicants 
view the organisation, the industry or sector in which it operates and whether they share 
the organisation’s values, and what applicants learn about the reality of the brand from 
various sources. 

Understand expectations of your target groups 

It is therefore important to understand the likely expectations of potential candidates 
and work out how these might be met, or not, by your employment ofer and employer 
brand. Tis is all the more important when talent is in short supply. Looking back to the 
1980s many employers were concerned at what was seen as the impending demographic 
‘timebomb’ – that there would not be enough 18-year-olds and graduates entering the 
workplace in the 1990s. As things have turned out, the nature of the problem was not 
so much the shortage of individuals as the mismatch between what young employees 
expected and what organisations delivered. Tis may be because a broader shif in so-
cial values and expectations of work was also be occurring, and the old certainties of 
work and family life had been crumbling. By the 1980s, stereotypical time-honoured 
values such as security, authority, tradition and a rigid moral code had been eroded 
and replaced by more outward directed values of status, image and consumption. In 
the 1990s, these were replaced by more inward directed values of empathy, connected-
ness, emotion, autonomy and ease and in more recent times a desire for fexibility and 
autonomy. 

Tere is growing evidence that the criteria used by today’s younger workers to select 
their future employer include the chance for learning and growth and respect for them 
as individuals. Many employers use their employer brand to promote their career and 
development opportunities as well as fexible working (CIPD and British Chambers of 
Commerce, 2007). Employer brands that promote this kind of employee value proposition 
are likely to be attractive to potential recruits as in this example from a job advertisement 
for a commercial manager. Tere is tacit acknowledgement that employees are attracted 
by more than pay and the work itself: 

What does success mean to you? It could mean having a major say in a FTSE 100 
company, a truly global organization where you enjoy real infuence. Tat is what 
you will get here without question. But you will also gain so much more. You will 
fnd an atmosphere of change, growth and innovation; where the IS department is 
recognized and rewarded as a key driver in our business development; and your 
ideas will be heard throughout the entire organization… 

Te rise of employee review sites and the increase in professionals using social media 
channels to fnd out about the culture, values and reputation of an employer – i.e. the 
reality of the brand – means that employers must focus on building a positive employer 
brand reputation. Tis means making the most of digital media and using your current 
staf as ambassadors for your brand. Second only to searching online, jobseekers regard 
referrals from friends or colleagues and testimony from people currently employed by 
the company as important when deciding whether to apply for a role. Yet relatively few 
employers use a referral scheme as part of their recruitment strategy. Employers should 
therefore take a proactive approach to incorporating testimony from their current staf 
into their recruitment strategy. 
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Employee segmentation 

Just as companies segment their customer base to be better able to target their prod-
ucts and services, so organisations increasingly attempt to understand the motivations 
of current and potential staf by segmenting their employee base into various categories, 
such as by age, professional groupings etc. Employee segmentation approaches are driv-
ing a more ‘scientifc’ approach to the use of organisational data in order to devise and 
deliver more tailored and specifc forms of employment ofer and employer brand. 

Large HR functions now ofen employ analysts to identify from employee data what 
seems to drive employee engagement in diferent segments of the workforce, so as to 
better target initiatives that meet both current and potential employee needs. Tese hu-
man capital data are also being used to understand in detail the causal links between 
employee engagement, performance and business success. HR professionals at Southwest 
Airlines treat front-line staf as internal customers. Tey use employee segmentation ap-
proaches to research employee needs and preferences as energetically as the company’s 
marketing team investigate those of its external customers. 

Employee segmentation can therefore help both develop a better understanding of who, 
or which groups of employees, are considered ‘key’ to the organisation’s success, and also 
help devise specifc employee value propositions for these groups which are tailored to 
their needs. For instance, with respect to reward, companies that previously introduced 
broad banding are increasingly superimposing ‘job family’ or ‘professional community’ 
approaches to ensure that reward matches the market for particular types of talent. So pro-
fessionals who have taken a career break may have accumulated new skills during the break 
and may be keen to return to work as long as fexible working options are open to them. 

With respect to recruitment, UK retailers are leading the feld in the use of employee 
segmentation to better tailor employee value propositions to attract old and young employee 
candidates alike, according to Guthridge et al. (2008). Tesco explicitly divides its potential 
front-line recruits into those joining the workforce straight from school, students looking for 
part-time work, and graduates. Te company devotes a separate section of its career website 
to address each of these groups with specifc recruiting materials designed for that group. 

Te importance of values 

When it comes to attracting candidates the company’s mission, ethics and values are 
the main elements of the employer brand to be communicated (Volini et al., 2020). For 
example, GlaxoSmithKline (GSK), the pharmaceutical giant, promotes its employment 
brand and reputation through regular news releases and media events at key recruitment 
locations, stressing in particular its corporate social responsibility activities. IKEA, the 
Sweden-based furniture retailer, selects applicants using tools that focus on values and 
cultural ft, with the job applicants’ values and beliefs becoming the basis for screening, in-
terviewing, and training and development. CIPD (2020) research found that afer values, 
candidates also place great store on pay and benefts which had moved up the rankings 
from third to second place (2020: 44%; 2017: 37%), in response to candidates’ demands. 

Networking and recruitment in knowledge-intensive frms 

According to a CIPD study (Swart and Kinnie 2003), the process of attracting human 
capital in knowledge-intensive frms (KIFs) has distinctive characteristics. Tere recruit-
ment is seen as a continuous process, one in which knowledge is exchanged through 
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‘talent networks’ characterised by continuous interaction and conversation about 
cutting-edge skills. Many KIFs forge relationships with universities, competitors and 
professional bodies in order to have access to a pool of relevant talent, or knowledge 
workers. A formalised way of developing networks for recruitment is via the placement 
system – graduates and postgraduates are given the opportunity to work for the KIF for a 
fxed period and can ‘try each out’. During their placement, the student is encouraged to 
develop organisation-specifc skills and knowledge while other employees learn cutting-
edge skills from the placement employee through shared practice. 

Jørgensen et al (2011) found that KIFs emphasise a desire for challenging work and 
the ability to work collaboratively as key selection criteria. KIFs are also more likely to 
provide a breadth of training and development opportunities for teams and individuals, 
to make extensive use of performance management systems, and to utilise a range of 
strategies to encourage and reward innovation. 

THE SELECTION PROCESS 

A well-designed recruitment and selection process can impress good candidates and 
give the employer useful indications of future performance. Flexibility is also important 
in ensuring that excellent candidates can be seen at times which are possible for them, 
rather than to a fxed interview schedule. Tis conveys the message to candidates that 
they are considered an important part of the organisation’s future. 

Te interview process should help candidates to understand the brand, culture and, 
with respect to graduates, the company’s commitment to graduate recruitment. Candi-
dates are usually more positive about the organisation if they can see a clear link between 
the recruitment process and the job. Structured interviews, using behavioural and crit-
ical incident interviewing, can be helpful as they allow specifc job-related areas such as 
team leadership and customer service to be explored. Psychometrics that are relevant to 
the work content and realistic simulations can also be useful. Simulations in particular 
allow managers to see a candidate’s performance at frst hand. Tey also provide the 
candidate with a chance to assess the role and to gather information about the company’s 
approach to doing business. 

Decisions should be conveyed early, and feedback ofered so that even an unsuccess-
ful application becomes a development opportunity. Disappointed candidates can still 
become advocates of the company if they feel that they have had a useful experience and 
been treated with respect. Te professional image created by the recruitment process can 
therefore be an important part of attracting quality candidates in the future. 

For senior management and other key positions, search agencies are ofen used, 
though it is thought that 40–50% of top appointments are flled by contacts. Increasingly, 
search agencies are adding a suite of activities to their portfolio which should ensure 
that the successful candidate becomes efective in their new role. Typically, these include 
follow-up counselling sessions with the search consultant, one-to-one coaching and spe-
cifc accelerated skills training. 

Tere will inevitably be a process of negotiation around those respective needs, usu-
ally over pay, or the type and level of work on ofer. Increasingly, individuals wish to 
ensure that the organisations they are thinking of joining can ofer some form of ongoing 
development and CV enhancement. Organisations that recognise this and put concrete 
plans in place to enable development are more likely not only to attract but also to retain 
good candidates. 



    

 
 

 

 

 
 

 

 
 

 

 

 

WORKFORCE PLANNING AND RECRUITMENT • 191 

Getting the right ‘ft’ 

In essence, success in attracting and recruiting new talent means that the needs and 
ofers of both the organisation and the individual marry up. Especially in large global 
companies there is usually a strong emphasis on cultural ft and values. Many compa-
nies assess applicants’ personalities, attitudes and values to determine whether they 
will be compatible with the corporate culture; the assumption is that formal qualif-
cations are not always the best predictors of performance and compatibility with the 
culture. 

For instance, in evaluating entry-level job applications, Infosys considers a good cul-
tural ft, the right attitude and what it refers to as ‘learnability’ are more important than 
some immediate skill requirements. Infosys puts applicants through an analytical and 
aptitude test, followed by an extensive interview to assess cultural ft and compatibility 
with the company’s values. At American shoe chain Zappos, all colleagues are involved 
in selecting candidates to join them. If the ft does not work out afer a month or so, the 
frm ofers recently appointed staf a generous departure payment. So important is get-
ting the ‘ft’ right at the supermarket chain Asda that all colleagues, including checkout 
staf, are selected according to a rigorous procedure, which includes a half-day assess-
ment process to ensure that the candidate’s attitudes will match the company culture of 
customer service. Every new recruit is carefully inducted so that there is commonality of 
purpose and a level of generic skills development. 

However, rather than selecting employees for attitude and cultural ft, many 
companies opt instead to promote the organisation’s core values and behavioural 
standards through induction, ‘onboarding’ and training, ofen accompanied by in-
dividualised coaching or mentoring activities. Moreover, to match talent to oppor-
tunity the skills and experience ‘ft’ also has to be right. For instance, if the position 
is new; in a quickly changing feld; or in an area of business where the future is un-
defned or emerging; and if it requires political savvy, fresh ideas, strategic thinking 
and/or strategy development; and is supported by strong technical help, this would 
be a good ft for a candidate with high levels of learning agility. If the position re-
quires considerable in-feld experience or depth of knowledge, is relatively stable, in-
volves the development and/or mentoring of others, is relationship driven or depends 
on continuity and requires understanding of the past in order to address future sit-
uations and strong and decisive tactical skills, this would be a good ft for a highly 
professional candidate. 

ROLE OF TECHNOLOGY IN RECRUITMENT 

Technology is now playing a major role in all aspects of the recruitment process. Well-
designed career websites and mobile internet sites boost frms’ profle with high-calibre 
graduates. Internet-based recruitment is a major trend for junior/middle management 
posts. Online recruitment opens up the potential feld of candidates for any given job to 
those with access to a computer. Corporate websites and professional networking sites, 
such as LinkedIn (CIPD 2020) are used to attract candidates and track applications. So-
cial networking sites, such as My Space and Facebook, are now recruitment tools for 
employers and candidates. Employee blogs on company websites are designed to explain 
what it is like to work at a particular company. However, it is thought that there are cul-
tural diferences in the way these are accepted, with UK candidates being less likely to 
believe them than candidates in the United States. 
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Artifcial intelligence (AI) 

Dynamic talent strategies, by their very nature, require experimentation. To keep up with 
the ever-changing recruitment landscape recruiting strategies are being continuously de-
veloped as organisations increasingly use Artifcial intelligence (AI) and machine learning 
to streamline and automate parts of the recruitment process. Some companies are using 
artifcial intelligence and social media (such as Glassdoor) to give a rich picture of the 
company to potential recruits and also to screen out candidates who may not be suitable. 

AI can predict potential challenges before a requisition is opened such as how long 
did it take to fll this role previously? Which job boards are most efective? AI can of-
fer suggestions for optimising your job descriptions to align more closely to simi-
lar roles in the industry. Sofware tools can harness and apply the power of data and 
predictive analytics to online job postings to come up with the most efective language 
patterns proven to appeal to the specifc audience you’re looking for. Tools are available 
to enable self-selection, such as pre-application assessments and tests online, as well as 
sophisticated automated screening to identify the best matched candidates automatically, 
grading them based on their relevance to the information provided about the role. AI can 
personalise content to candidates, analyse CVs, automate assessments and provide can-
didate rankings. Although there are potential privacy issues at stake, when employees’ 
skills are in the public domain, Big data can enable recruiting companies to proactively 
target and approach potential candidates. 

Technology can be used to manage the expectations of candidates at recruitment stage 
so that they have a realistic expectation of what opportunities they may have open to 
them. For instance, some frms use virtual reality to give potential employees an oppor-
tunity to ‘experience’ a job before applying. Chatbots can actively interact with applicants 
while creating candidate profles, potentially reducing the number of unsuitable candi-
dates for roles, shortlisting some of them, as well as scheduling interviews. For instance, 
RPM Pizza, the largest Domino’s franchisee in the United States, uses AI to communi-
cate with job seekers through text and live chat. Te AI-powered chatbot – nicknamed 
‘Dottie’ – answers job seeker questions and even initiates the screening process. Just like 
the restaurant’s beloved ‘pizza tracker’, Dottie ofers candidates an application tracker to 
boost engagement and free up time from the hiring team. 

AI is increasingly used in recruitment to screen potential candidates for instance us-
ing facial recognition and other sofware. Video interviews are also becoming an integral 
part of the recruiting and selection process. Artifcial intelligence sofware can analyse 
video interviews and help assess candidate honesty and personality in simulations. Some 
AI-driven platforms can help detect inconsistencies during video interviews and thus 
check whether a candidate is being genuine. Advances in facial recognition technology 
can provide insights into an applicant’s confdence levels when answering questions. For 
example, if the applicant regularly looks away from the screen a few times, it may indi-
cate the use of cue cards (Craig 2020). 

Unilever has invested in artifcial intelligence to help the company process the 
applications of the 2 million people who apply to Unilever every year. Candidates play 
neuroscience-based games on a Pymetrics platform and, if they match the requirements 
of a position, they move to an interview using a HireVue video platform that analyses 
keywords and body language. Successful candidates are then invited to a discovery day at 
Unilever. Tis recruitment process, which is transparent on the Unilever career site has 
saved 100,000 senior leadership hours, as well as general recruiter hours and also reduced 
bias in the recruitment process (Harrington 2019). 
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Tese technologies work by analysing data and making informed decisions out of 
it, in addition to saving recruiter time in reaching the best matched individuals and 
making real-time assessments more quickly. Tey are also supposed to ofer the added 
advantage of removing conscious or subconscious discriminatory human bias from the 
frst phase of screening such as interviews and can potentially give companies access to 
a more diverse talent pool. However, employers should recognise that biases are ofen 
embedded within AI and as a result many women and people of colour may be rendered 
invisible. 

Tese biases may stem from the lack of diversity in the feld of Artifcial Intelligence 
itself. WEF (2018) found that in 2018 only 22% of AI professionals globally were female, 
while Black workers represent only 2.5% of Google’s entire workforce and 4% of Face-
book’s and Microsof’s. Considering the growing role that AI plays in organisations’ busi-
ness processes, in the development of their products, and in the products themselves, the 
lack of diversity in AI and the invisibility of women and people of colour could result in 
a multitude of crises, if these biases are not addressed soon. So employers should be alert 
to potentially discriminatory biases in their recruitment processes and weed them out. 

DELIVERING THE BRAND PROMISE 

Once the successful candidate joins the organisation, both employee and employer will 
be monitoring the situation to ensure that the other party is living up to their promises. 
Whatever the implied brand promise, it is vital that this is delivered in reality. Afer 
all, recruitment is an expensive business. With up to 30% of jobs vacated again within 
months of recruitment due to disappointment on either side, inefective recruitment is 
a major source of wasteful expense. Tere is plenty of anecdotal evidence to suggest that 
the more that new recruits receive help and support in the frst few months, the more 
likely it is that they will quickly be able to perform satisfactorily and will feel more in-
clined to stay in their new organisation. 

‘Onboarding’ has become a key means of helping new recruits to successfully ‘bed 
in’ to the organisation. Far more than traditional induction training, onboarding bonds 
people to the organisation by building relationships with new recruits before they join, 
with designated ‘buddies’ and potential sponsors keeping in close contact with recruits 
for a few months, aiding their transition into the organisation and ensuring that they 
have the information and any support needed to make a successful start in their new 
organisation. 

Voyages-sncf.com, as an e-tourism business, has always aimed to develop an inno-
vative employer brand that attracts younger workers. Gaming is among the ofers it 
promotes to potential recruits and this promise is delivered in practice. To engage its 
millennial (and older) workforce, Voyages-sncf launched an initiative ofering of-duty 
‘gaming time’. A specialised team known as Team Loco takes part in e-sport compe-
titions during downtime in its Paris ofce. Tere is a state-of-the-art gaming room, 
equipped with all the necessary equipment for training and play, and the frm covers any 
competition expenses. Tis helps develop skills that are vital to the frm’s future, such 
as coding and ‘sof’ skills such as collaboration and teamwork. Voyages-sncf has also 
invested heavily in employee well-being, with a ‘I Feel Good’ programme that encom-
passes everything from teleworking, job exchanges, courses to help employees enhance 
the skills required for hobbies such as photography and ‘kids at work’ days (Source: peo-
plemanagement.co.uk, June 2017). 

http://Voyages-sncf.com
http://peo-plemanagement.co.uk
http://peo-plemanagement.co.uk
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Especially in today’s working environment, building trust and an enduring culture as 
connective tissue when so many teams are working virtually is a real challenge for both 
hiring managers and employees. KPMG, who provide audit, tax and advisory services 
across the United Kingdom, has an ethical employer brand. Te company believes it dif-
ferentiates itself from its competitors for potential recruits by its culture. Tis is refected 
in strong working and social relationships among teams and with managers, together 
with opportunities for career development, stimulating work and the fexibility to enjoy 
a rewarding home life. Departments have a strong social identity and the company val-
ues have been formalised into the ‘KPMG way’. A ‘management for excellence’ scheme 
has embedded the KPMG values through personal development. Progress is supported 
with mentoring and training. 

‘Out of the box’ assignments are given to those who have been at the frm a number 
of years and are moving up to partner level. Tese usually involve working for a client 
company or for KPMG abroad. And the company’s proft share pool is divided among 
employees. A fexible benefts package includes the chance to buy up to 35 days’ addi-
tional holiday per year, on top of the regular 25. Unpaid leave of between three months 
and three years is available to those with at least two years’ service, making it possible to 
realise personal ambitions without compromising on professional ones. 

Putting in place a range of robust measures to assess the return on investment of 
your recruitment activity (such as cost per hire, performance and turnover rates of new 
hires as well as overall efectiveness of attraction methods) is important. With recruit-
ment budgets increasingly squeezed, it is more important than ever to ensure this is 
being spent in the most efective way. Taking a comprehensive data-based approach to 
understand how efectively your talent acquisition and retention strategies work is vital. 
Learning from this evaluation can inform your resourcing decisions going forward and 
strengthen your approaches based on the insights gained. 

CONCLUSION 

In a fast-changing context, organisations need to develop a thorough understanding of 
their current talent profle and gauge their future requirements. In this chapter, we have 
considered how, by looking ahead, taking a proactive, anticipatory, methodical approach 
to workforce planning, HR practitioners can help leaders recognise where the workforce 
risks and opportunities are going to come from and how they can ensure they have the 
resources they need to respond successfully, to whatever future scenario emerges. Tus, 
they equip the organisation for change. 

We have discussed how recruitment is not the only means of accessing required skills 
and talent and have looked at a range of options to sourcing the talent you need. Any 
recruitment exercise should ideally be in line with a strategic plan and bring wider ben-
efts. We have considered how HR can devise recruitment processes, using employer 
brands, candidate-centric approaches and technology to secure best-ft candidates for 
the organisation. 

While attracting and recruiting talent presents one set of challenges, managing and 
retaining talent presents others. Afer all, recruitment is of little use if an organisation 
cannot retain key employees. We have discussed the importance of understanding the 
aspirations of your people and delivering the employer brand promise in practice. Since 
human motivation is extremely fragile and capable of being damaged by a range of fac-
tors, over the next few chapters we turn our attention to the theme of retention, looking 
next at employee engagement. 
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Refective activity 

• Looking ahead, how are the roles, skills and structures in your organisation likely 
to change? 

• Where do you have gaps? What might be the most efective ways of flling these, e.g. 
through permanent, temporary or fexible employment, use of freelancers, technol-
ogy, building skills of existing workforce? 

• How can you create a more diverse workforce? 
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Employee engagement has been something of a holy grail for employers in recent years. 
Tat’s because high performance theory places employee engagement or ‘the intellectual 
and emotional attachment that an employee has for his or her work’ (Heger 2007) at the 
heart of performance, especially among knowledge workers. Employee engagement is a 
refection of the quality of employee experience. Arguably in today’s context of more for 
less and ongoing change, employee engagement is at signifcant risk. 

CHAPTER OVERVIEW 

In this chapter, we look at some of the underlying context challenges which may make 
employee engagement something of a chimera in contemporary organisations. I shall 
argue that if leaders want their organisations to survive and thrive in today’s challenging 
economy, they must become intensely focused on improving employee engagement and 
well-being. 
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• What is employee engagement? 
• Engagement defcit 
• Te contested role of HR 
• Stimulating growth through employee engagement 
• Employee well-being 

LEARNING OBJECTIVES 

• To consider how a culture conducive to engagement can be built 
• To explore the links between employee engagement and employee well-being. 

INTRODUCTION: WHAT IS ‘EMPLOYEE ENGAGEMENT’? 

Engagement has risen up the HR agenda because in today’s knowledge and service-
intensive economies, people are the main source of innovation, production and service 
excellence. How people feel about their work makes a diference to their performance 
and innovation. 

Defnitions of engagement vary and are somewhat contested. Engagement is thought 
to be a barometer of the health of the employment relationship between employees and 
employers. Te concept is also linked with notions of workplace happiness, citizenship 
behaviour, employee voice and individual well-being – all good things to which employ-
ees themselves no doubt aspire (Christian et al. 2011; Hakanen and Schaufeli 2012; Soane 
et al. 2013). 

Most defnitions agree that the state of employee engagement is characterised as a 
feeling of commitment, passion and energy that translates into high levels of persis-
tence with even the most difcult tasks, exceeding expectations and taking the ini-
tiative, which Pink (2009) refers to as ‘Drive’. At its best, it is what Csikszentmihalyi 
describes as ‘fow’ – that focused and happy psychological state when people are so 
pleasurably immersed in their work that they freely release their ‘discretionary efort’ 
and don’t notice time passing. In such a state, it is argued, people are more productive, 
more service-oriented, less wasteful, more inclined to come up with good ideas, take 
the initiative and generally do more to help organisations achieve their goals than peo-
ple who are disengaged. 

Employee engagement is confated with two types of commitment – emotional and 
rational – with emotional commitment thought to be four times more valuable in driv-
ing employee efort than rational commitment. Employees stay with their organisations 
when they believe it is in their self-interest (rational commitment). But they exert discre-
tionary efort when they believe in the value of their job, their team and their organisa-
tion (emotional commitment). 

Te organisation provides the context in which engagement is created. Kahn (1990: 
702) proposed that personal engagement occurs when individuals can satisfy through 
their work some important needs: 

• Social – is this an organisation where I feel involved, part of a good team; is my 
organisation serving the community? 

• Intellectual – am I able to grow; is my job stretching and interesting; do I know 
what’s happening; do my opinions count? 

• Emotional – do I care about the organisation and feel I belong; am I valued? 
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Schaufeli and colleagues (2013) refer to this as ‘work engagement’ rather than ‘personal 
engagement’ and propose that engaged workers are likely to perform better than their 
disengaged peers. 

If what employees want from work is matched by what employers want and provide, a 
positive psychological contract (Guest 2004) is thought to exist in the minds of employ-
ees who are then more likely to be positively engaged with the organisation and willing 
to ‘go the extra mile’. 

What’s the evidence? 

Employee engagement has been linked in various studies with improved key business 
indicators such as higher earnings per share, improved sickness absence, higher pro-
ductivity and innovation – the potential business benefts go on and on. For instance, a 
Corporate Leadership Council (CLC) study found that companies with highly engaged 
employees grow twice as fast as peer companies. A three-year study of 41 multinational 
organisations by Willis Towers Watson found those with high engagement levels had 
2–4% improvement in operating margin and net proft margin, whereas those with low 
engagement showed a decline of about 1.5–2%. Many studies also suggest that highly 
engaged employees tend to support organisational change initiatives and are more resil-
ient in the face of change. Some pundits argue that this may be due to reverse causality: 
that successful organisations are more likely to have employees who feel proud to work 
for them and such organisations may provide employees with a more meaningful and 
enjoyable work experience than less successful organisations. 

Engagement defcit 

Gallup found that in 2019, 35% of US employees were engaged, one of the highest levels 
of engagement since their annual surveys began in 2000 (Harter 2020). However, they 
found that the remaining 52% of workers were in the ‘not engaged’ category – those who 
are psychologically unattached to their work and company and who put time, but not 
energy or passion, into their work. Not engaged employees will usually show up to work 
and contribute the minimum required. Tey're also on the lookout for better employ-
ment opportunities and will quickly leave their company for a slightly better ofer. More-
over, an exhaustive report by Te Engagement Institute – a joint study by Te Conference 
Board, Sirota-Mercer, Deloitte, ROI, Te Culture Works and Consulting LLPD (2019) 
estimated that disengaged employees cost US companies up to $550 billion a year – 
underlining the importance of engagement to the bottom line. Terefore, rather than a 
‘nice to have’ to be addressed only in good times, growing employee engagement may be 
key to business survival and growth. 

For years the United Kingdom has been reported to sufer from a growing ‘engage-
ment defcit’ relative to many other countries, including the United States. Indeed, so 
concerned was a previous UK Government about the national ‘engagement defcit’ that 
the Department for Business, Innovation and Skills (BIS) sponsored Engaging for success 
(aka the ‘MacLeod report’ 2009) to explore the assumed links between employee engage-
ment, performance and productivity. Te report’s conclusion – that the business case 
for employee engagement is overwhelming – has been strongly reinforced since then, 
as more research is published. Terefore building a context of engagement is likely to 
produce multiple dividends. 
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While post-pandemic engagement levels appear to be improving slightly, many surveys 
still report people feeling under intense work pressure and experiencing a level of insecu-
rity both about their job and the future generally. Underlying structural shifs, as many 
organisations continue to downsize or implement other cost-reduction measures, suggest 
that engagement cannot be disassociated from the fragmentation of the employment re-
lationship and work intensifcation. In all sectors, against a backdrop of ongoing change 
and stringent business targets, workers are under ongoing pressure, leading to exhaustion 
and poor morale. Indeed, it could be argued that the balance of power and beneft in the 
employment relationship has shifed to employers at the expense of employees. In such a 
context, many employees have found that their individual psychological contract – or what 
they expect from their employment relationship with their employer – has been breached in 
recent years. Given that implicit in psychological contract theory is the notion of reciprocity, 
how likely is it then that employees will remain engaged with their organisations? 

Similarly remote working brings new challenges for managers seeking to engage their 
teams via Zoom, Teams and so on. As location and time-based employment is increas-
ingly eroded, the modern workforce no longer comprises just full-time ‘employees’ but 
typically a mix of workers on non-standard contracts; temporary, self-employed, part-
time and non-employed ‘freelancers’. Te challenge for some HR functions is that they 
have not been used to incorporating this ‘non-employed’ group into the workforce, or 
their people strategy. Studies show that many organisations aren’t providing training, 
appraisal, or even including them in internal comms. Tus a large sub-section of workers 
is unlikely to be in focus when engagement strategies are developed. Tis comes from an 
outdated mind-set and concept of the ‘organisation’ and who’s in and who’s out. 

THE CONTESTED ROLE OF HR AND ENGAGEMENT 

As the professional people function in organisations, responsibility for employee 
engagement strategies typically falls to HR and/or Internal Communications functions. 
Engagement has become a central plank in the high commitment, high performance aspi-
rations of HRM. HR functions organise employee surveys and follow-up on key fndings. 

Yet HR’s position with respect to engagement is somewhat ambiguous. While most 
HR professionals typically embrace the engagement agenda with enthusiasm, critics 
argue that engagement has been appropriated to managerialist agendas and extended 
beyond its meaning of being an individual state of mind to encompass workforce strat-
egies designed to persuade people to willingly work harder without regard to worker 
well-being. Peccei (2004) questioned whether the set of HR practices that are good for 
management, from the point of view of enhancing productivity, are equally good for em-
ployees in terms for instance of enhancing their well-being. In her book Work won’t love 
you back, Jafe (2021) points out the danger that people can become unwitting hostages 
to their desire to perform well, encouraged by management, ofen resulting in burnout 
and disillusion. 

As discussed in earlier chapters, HR has previously played an active role in increasing 
organisational fexibility by transforming employee relations away from the collective, 
based on union representation, towards individualised HR-based 'employee engagement' 
approaches, which ofer employees fewer protections and make individual employees 
vulnerable to replacement. 

Tus, HRM has arguably played a key part in installing what Sennett (2006) calls a ‘new 
work culture of capitalism’ which supports business ambitions to achieve ‘more for less’. 
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For instance, performance management systems expose individual performances to 
scrutiny and remind people that they are only as secure as their last performance (and 
as long as their skills are needed). Te emphasis on performance rather than length of 
service, has aforded employers greater discrimination in how employees are recruited, 
managed and rewarded, with increasing polarisation of treatment between those deemed 
to be ‘talent’ – who receive signifcantly greater opportunities – and those who are 
viewed as of lesser potential or value. Market forces arguments have been used to justify 
extremes of pay for individuals in some sectors while workers in other sectors struggle 
to achieve a living wage. Tere is growing protest about unilateral changes to pensions, 
job cuts, work intensifcation (‘more for less’). Jenkins and Delbridge (2013) argue that 
the confation of engagement with performance management refects a ‘hard’ approach 
to HRM, despite the ‘sofer’ language of meaning and commitment. 

Technology has led not only to work intensifcation, it has also enabled closer moni-
toring of the work of employees (Gunsel and Yamen 2020). Critics argue that technology 
enables the widespread application of scientifc management practices (or ‘Taylorism’) 
that originally applied to ‘blue-collar’ work has been extended to apply to skilled pro-
fessional and managerial work in a similar way. By separating the conception of work 
from its execution, work can be broken down into manageable routine ‘chunks’, which 
require less skill to execute and allow only management to control both the work process 
and the workforce. Brown et al. (2010) describe ‘Digital Taylorism’ as enabling employers 
to convert not only clerical work into outsourceable chunks but also to hollow out roles 
and transform the professional and technical know-how of individuals into easily ac-
cessible ‘working knowledge’ that can be readily accessed by others and renders anyone 
expendable. 

In today’s uncertain context, all the risk in the employment relationship is with 
employees. Te dismantling of the ‘old’ psychological contract has been used by 
managements in ways that F.W. Taylor, a signifcant early proponent of ‘scientifc 
management’ practices, might have dreamed of to secure control over – and produce 
greater output from – what is arguably an insecure, over-worked, over-managed and 
alienated workforce. So to paraphrase David Guest (2013) and Stephen Overall (2008), 
are notions of ‘employee engagement’ and ‘meaningful work’ a fashionable fad, simply 
fey issues, a luxury residue of the times of growth? 

Meaningful work 

Central to engagement is the notion of meaningful work that Sennett (2008) argues man-
agers have not paid enough attention to in recent decades. Pink (2009) argues that most 
employers use traditional ‘carrot and stick’ approaches to motivation (i.e. using rewards 
external to work to motivate people), particularly among older employees who are accus-
tomed to such tools. Tese, Pink suggests, are becoming outdated, and do not adequately 
address the needs of the creative and innovative workplaces of the twenty-frst century. 
However, intrinsic motivation, (when people are self-motivated because they are given 
the freedom to do the work they enjoy), is not fully understood. A Ceridian study (2020) 
confrms that engaging work is the most important factor that keeps workers with their 
employer. 

Meaningful work has concrete characteristics: people must feel there is procedural 
justice in work: i.e. when they do something right, they are rewarded and if they are 
maltreated there is some way in which they can fnd redress. Other vital elements for 
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Sennett (2008) include not being treated as just a commodity but being recognised for 
doing something distinctive; and crafsmanship – when people feel they can build a skill 
that can help them take real satisfaction out of their work. For Pink (2009), intrinsic 
motivation is based on three key factors: Autonomy, Mastery and Purpose. So, if people 
are allowed to thrive by doing work that they are truly passionate about, innovation and 
creativity are more likely. 

However, in Te Corrosion of Character Sennett (1998) argues that, owing to the pres-
sure to do more for less, the seemingly never-ending fow of work and reduced individual 
autonomy, loss of job security and job satisfaction, work is degraded, undignifed and 
damaging to worker well-being. As a result, pride among workers has dissipated and 
people don't look ‘long term’. In today's workplace he proposes, one must be very fexi-
ble, therefore loyalty and commitment are not part of a fast-paced, ‘short-term’ society. 
Workers know that they are simply a tool that can be replaced with the twist of a wrench. 
In such a context, Sennett argues, people's interests are with themselves – they don't look 
at what they can ofer, but instead at what they want to receive. Consequently, Sennett 
argues, people struggle to sustain a meaningful life narrative that comes out of their 
work and as a result, personal character is corroded. Indeed, various recent studies have 
highlighted the desire of many highly skilled workers for greater fulflment from work, 
since it now occupies so much space in their lives, and for better work-life balance. 

Mutual trust is especially important in tough times, yet when jobs, or job quality, 
are at risk, employee trust will soon dissipate. If people feel badly treated by employ-
ers, employee relations deteriorate. Even if they keep their jobs, ‘survivors’ may experi-
ence loss of status, role ambiguity and chronic work pressure. Typical reactions include 
people coming to believe worst-case scenarios, responding to change with inertia, risk 
aversion, a sense of paralysis, change-weariness and cynicism. Now people are more in-
clined to distrust frst rather than trust and are less willing to give discretionary efort. 
Tere may be lack of follow-through on key projects and increased political behaviour as 
people protect their backs. Tese reactions are symptomatic of damaged psychological 
contracts. When these are violated (such as by not being honest about the challenges 
faced by the business, or by being uneven in sharing out cutbacks), employees tend to 
withdraw their goodwill, discretionary efort is suspended, and trust undermined. Te 
employment relationship then typically becomes more transactional. As Hamel points 
out, ‘Mistrust demoralises and fear paralyses, so they must be wrung out of tomorrow’s 
management systems’ (Hamel 2009). 

For employers, the business consequences of loss of employee engagement could be 
severe. First there is the challenge of retaining of key people. Recruitment frms are aware 
of wide-scale, pent-up career frustration and, as employment opportunities grow again, 
signifcant employee turnover can be anticipated. With high levels of unemployment, 
it’s easy to dismiss the retention risk in the short-term but employees who remain may 
no longer give their discretionary efort, with potentially damaging consequences for 
performance. 

For employees, what might be the consequences of ever greater demands? Will em-
ployees be induced to comply even more, to become ‘willing slaves’ (Bunting 2004) who 
continuously ‘go the extra mile’ in order to survive and thrive – until they ‘burn out’ 
(Maslach 2019)? Will people then game the situation, profess to be ‘engaged’ in order to 
keep their jobs? If people don’t trust their employer, how likely is it that they will admit 
their stress and diminishing ability to cope? Will employees continue to seek identity 
and self-actualisation (in Maslowian terms) through work or will more basic concerns 
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such as safety and job security take precedence? In such a context, notions of social jus-
tice, fair treatment and employee engagement are compromised and mutuality of interest 
in the employment relationship exposed as a myth. 

Leaders and managers 

Te longer economic instability goes on, and the tougher the measures taken to keep 
organisations viable, the greater the risk of strained employee relations and ‘survivor’ 
employees simply doing the minimum necessary to get by. Given that tough times are 
when organisations most need people to be willing to go the extra mile, this really would 
be the worst of all worlds. 

So should business leaders be worried? Arguably, yes. 
Te MacLeod report (2009) considered that ‘engaging managers’ and ‘engaging lead-

ership’ are pivotal to creating work contexts conducive to engagement. Yet, instead of 
seeking to understand how to maintain or enhance employee engagement, many UK 
top leaders appear to ignore it, possibly because they are simply unaware of employee 
engagement or do not understand its importance: 

Te issue seems to lie in their unwillingness to ‘talk the talk’ and truly relinquish com-
mand and control styles of leadership in favour of a relationship based on mutuality. 

(MacLeod and Clarke 2009) 

As Professor Cary Cooper (2012) noted, post the fnancial crisis of 2008 onwards: ‘… 
we now have a much more abrasive, bureaucratic and autocratic management style as a 
result of this recession, which is disappointing given this is supposed to be the HR era 
of engagement!’1 Similarly Gapper (2013) argues that ‘a combination of high unemploy-
ment and technology hands managers a lot of power. Some will abuse it’. 

A report by the American Psychological Association comments that many executives 
lack skill in culture building: ‘A lot of senior leaders may have all the outward-facing 
skills but they might not know how to build an organisation, or how to tell a genuine 
story to share and create together an emerging new future’. Tey also note that in organ-
isations where employees do not view leadership as committed to their well-being, only 
17% of employees would recommend the company as a good place to work. 

Is it up to employees to adjust their expectations about work or should employers be 
taking a lead in developing a more sustainable approach to employing and managing 
people? I would argue that both are necessary. Engagement is not a one-way street. 
Tere are multiple stakeholders involved, not least employees themselves, who need 
to collaborate to produce the benefts of engagement and reduce the barriers. As Budd 
(2004) points out, organisations cannot be run with efciency as the only goal, and 
it is also incumbent upon individuals to look further than their own direct personal 
interests. 

Refective activity: in your organisation 

• How important is employee engagement considered to be? 
• What are the key engagement issues? 
• What do you consider to be the main barriers to employee engagement? 



    

 

 

 
 
 
 

 

204 • STRATEGIES FOR TALENT 

STIMULATING GROWTH THROUGH EMPLOYEE ENGAGEMENT 

What can employers do to engage employees? Work is central to engagement and the 
‘workplace’ – physical or remote – is where engagement is enacted. In this new era the 
employment relationship needs to be genuine and based on adult–adult rather than 
parent–child relationships. Tere need to mutual benefts (as well as risks) for both or-
ganisations and employees in becoming more fexible and sustaining high performance. 

Surveys 

Understanding what turns people on or of in the workplace is key to engagement, re-
tention and performance. Carrying out a survey is only one aspect of employee voice 
and companies typically seek their employees’ opinions when times are good but not 
when times are bad, even though this is when feedback tends to be most valuable. HR 
must keep a fnger on the pulse of how people are feeling and ensure that executives 
respond promptly to the most important issues. Whether large-scale or pulse surveys, 
focus groups, exit interviews, or qualitative research are used, the risk is that feedback 
is collected but not fully understood. Analytics can help synthesise and pinpoint key 
themes and issues. 

Geof Matthews’s (2012) ‘5 Cs’ checklist can help: Check for understanding of the in-
itial review of results; Calibrate the fndings with further interviews or focus groups to 
better understand specifc issues fagged up by the initial fndings, drawing key lessons; 
then Commit to taking action on some key issues; Conclude, measure and improve; and 
Communicate throughout the process. Of course, savvy employees do not necessarily ex-
pect all their concerns to be fxed overnight, but they do want to be consulted and asked 
for their point of view. 

Implementing meaningful engagement actions will involve leaders, managers and 
employees themselves as well as HR. Each has their role to play. Some of the issues fagged 
up by the survey will be matters that employees can deal with themselves. Others require 
management action and progress shared of the ‘You said… we did’ variety. It’s important 
for people to understand what’s been achieved so by measuring progress on these actions 
it is possible conclude by drawing key learning from the process. Closing the loop and 
communicating back therefore matters. It’s not one of these things which happen over-
night. It’s a dynamic; people change, strategies change, engagement is something to keep 
working at. Survey fndings can provide valuable clues as to what employees want and 
need if they are become and remain engaged, especially in challenging times. 

What do employees want? 

Changing workforce demographics, a more educated workforce and diferent motivators 
by generational group mean that many organisations have a diverse workforce, not least 
by age. Tere are said to be fve generations in the workforce currently – Traditionalists, 
Baby Boomers, Gen Xers, Gen Y/Millennials and Gen Z. Gen X is numerically the smallest 
generation. Tere is no ‘one size fts all’ in terms of what engages and motivates individu-
als. Each cohort needs to be managed with an understanding of their specifc needs and 
motivations, recognising also that individuals within cohorts will difer in their needs. 

As employee values change, there is a growing focus on fexibility, corporate social 
responsibility and the need to change organisational cultures, for instance to become 
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more inclusive. Portfolio careers are increasingly common, in which people combine a 
range of paid and non-paid activities at any one time and also people progress between a 
number of careers in one working lifetime. 

So a new and personalised psychological contract may be emerging at the heart of 
the employment relationship based on fexibility – desired by both employees and 
employers – but whether the deal on ofer appears equitable and is mutually benefcial to 
both parties is another matter. 

Is it possible then to generalise about what employees want from work? In research-
ing our book, Geof Matthews and I examined a wide variety of studies about what 
employees appear to want and need from work. We concluded that most employees 
want work with meaning and purpose that ofers a degree of autonomy, control and 
task discretion and strong workplace relationships – and this is closely associated with 
motivation and ultimately the commitment and efort workers are prepared to put in. 
Employees want to be valued for their contribution, and to be dealt with in a fair and 
consistent manner. While pay remains important, other reward issues such as fexi-
bility are also important. Tey also want to be able to infuence matters which afect 
their working lives, and therefore want to be able to participate in decisions that afect 
them. And while acknowledging the risk of generalisation, from our research Geof 
Matthews and I (2012) categorised these as employee desires for connection, support, 
voice and scope: 

Connection 

Most employees want to work for organisations whose purposes and values they can 
embrace – we found this to be closely associated with motivation, commitment and ulti-
mately the energy and efort workers are prepared to put in. Employees want job security, 
strong relationships and to be valued for their contribution, and to be dealt with in a fair 
and consistent manner. So do you identify, do you connect, are you accepted? 

Support 

Valuing employees is crucial. While pay remains important, development and other 
forms of recognition and reward – such as fexibility – are also important. So do you feel 
you are set up for success, do you have the right tools to do your job? 

Voice 

Employees want to be able to infuence matters which afect their working lives and 
therefore need to be informed and able to participate in decision-making. So do you 
know what’s going on and have a say, or do things just happen? 

Scope 

Tey also want opportunities for personal and career growth and high-quality work that 
ofers a degree of meaning, stretch, control and task discretion. So do you have clear role 
boundaries, no role confusion; are you in a situation where you can achieve mastery and 
fow or are you working below your capabilities? 
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Underpinning these elements are the key principles of trust and fairness. If people 
don’t trust or don’t believe they are treated fairly they can’t predict outcomes and are less 
likely to be engaged or give of their best. 

Te blend and intensity of these diferent desires will difer according to individual 
preferences, career needs and most particularly, organisational context and what is hap-
pening that afects individuals. In challenging times for instance people may need more 
support and voice. Tey may (temporarily) prefer job security to career growth. Keeping 
alert to what people need is the essence of managing engagement. 

What does this look like in practice? 

To respond to the engagement challenge in this new era, we looked at examples of man-
agement practice in organisations where employee engagement levels remain high de-
spite the challenging context. Here are some examples of what we found. 

Creating connection through purpose 

Engaging leaders look beyond the current challenges, anticipate the big business issues 
and plot a way through to recovery taking short-term decisions with the longer-term 
in mind. Such leaders are strategic, anticipatory, proactive and people – focused. Tey 
reshape the work environment and culture to enhance performance and match their 
unique basis of competitive advantage. Tey understand that for real empowerment, 
leadership styles must evolve beyond command and control towards more collaborative, 
participative approaches as the basis of mutual trust and respect. 

For MacLeod (2009) such leadership ‘ensures a strong, transparent and explicit organ-
isational culture which gives employees a line of sight between their job and the vision 
and aims of the organisation’. Engaging leaders provide a clear strategic narrative about 
where the organisation is going and why, and where it has come from, in a way that 
honours the past and gives employees information and insight for their own job. Tey 
set a clear direction and priorities so that employees know what is required and feel em-
powered to deliver the right outputs without the need for micro-management. Engaging 
leaders focus people and structure the organisation and its tasks so that people can get 
on with what matters. Bureaucracy, inconsistent behaviours, policies and practices act as 
barriers and lead to cynicism and disengagement. 

A common cause is essential, with an aligned strategy that people can sign up to. Engag-
ing leaders actively lead culture change, working to create shared purpose and a positive 
sense of the future: something to aim for that people can connect with. Te nature of the 
organisation’s purpose may have a diferentiating efect on levels of engagement. Research 
by Holbeche and Springett (2005) into how people experience meaning at work found that 
an organisational purpose, which focuses intensely on customers is more likely to engage 
staf than purposes focused on shareholders, profts or a mix of stakeholder needs. In re-
cent times, many employees, inspired by investors, are increasingly calling for companies 
to embrace purposes that have environmental, social and governance (ESG) aspirations. 
Professor Colin Mayer, academic lead for ‘Te Future of the Corporation’ research (2020) 
proposes that profts do not equate to purpose. Instead, purpose is about: 

Proftably solving the problems of people and planet, and not profting from creating 
problems. 
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However, it is essential that there is a clear line of sight to this purpose in people’s day 
jobs if the motivational efect is to be achieved. Deloitte has a ‘Chief People and Purpose’ 
ofcer to ensure this happens. Brand values must be well communicated but the most 
powerfully engaging visions and values are not developed as a top-down exercise since 
two-way approaches are more likely to lead to efective engagement. Values that are truly 
‘lived’ and translated into meaningful experiences for customers and employees alike 
provide parameters for people’s actions since values and behaviours are aligned, creating 
trust. Any gap between these creates distrust and cynicism. 

So engaging leaders deliberately adopt a collaborative decision-making style and set 
key principles and parameters that empower others: ‘Managers/leaders must leverage 
the power of shared values and aspirations while loosening the straight - jacket of rules 
and strictures’ (Hamel 2009). Tey strive to role model the values; they use and act on 
360 degree and other feedback to show commitment. Tey grow tomorrow’s leaders and 
nurture leadership at every level, using language that is less about ‘I’ and more about ‘we’. 
Tus people can confdently use their initiative to deliver what is required without the 
need for micro-management. 

Technology can help with the challenge of engaging people working remotely, with 
sofware services enabling asynchronous online meetings that allow people working in 
diferent time zones to join in. People can be engaged before, during and afer the event 
itself. ‘Campfres’ and ‘lunch-rooms’ that people can go to if they choose allow deeper 
conversations to happen. For instance, Selina Millstam, who heads up talent manage-
ment and culture change at the Swedish communications technology company Ericsson, 
wanted to have a companywide conversation that would encourage people to share and 
coordinate their beliefs about which values and behaviours would be crucial to the long-
term success of the business. Te moderated conversation took place over 72 hours, with 
more than 95,000 employees across 180 counties invited to participate. Te shared time 
allowed people in diferent time zones to connect, with each participant encouraged to 
reengage with the exchange in an asynchronous way over the three days, thus building a 
strong sense of community across the global workforce (in Gratton, November 9, 2020). 

So HR teams should re-evaluate communications tools for how well they serve com-
munity building – for instance using two consistent channels such as Teams Chat – and 
encourage more frequent, regular check-ins. A question could be posed before the Chat 
to encourage discussion. Meetings should ideally start with space to discuss how people 
are feeling that day, at that moment, so that people can open up about their concerns. HR 
should encourage managers to apply a growth mindset and show empathy: put them-
selves in other people’s shoes and humanise communication at every point. 

In tough times 

Te global pandemic, a divisive political environment and protests against racial and 
gender injustice are refected in organisations as concerns for employee safety and 
well-being and a desire to build a diverse and inclusive workplace. Te Qualtrics 2021 
Employee Experience Trends Report found that, during the pandemic, having a sense of 
belonging to an organisation was emerging as the most important driver of engagement. 
Staf want employers to stand for certain values and will agitate when necessary, with 
many younger employees valuing purpose above pay (Alvarez-Williams 2020). 

To respond to the engagement challenge in this new era, the importance of values-based 
leadership cannot be overstated. Leadership styles must evolve beyond command and 
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control towards building a frmer foundation for mutual trust and respect. Executives 
need to show visible leadership, build trust – ‘walk the talk’ – and create energy around 
mission and vision. Tey must take the long view, keep faith with employees and make 
sure employees know they are trying hard to keep them. Leaders should balance current 
reality and optimism – provide a longer-term perspective, give people confdence about 
the future and create a climate for change. 

And the good news is that many staf in various sectors say their leaders have re-
sponded well to the coronavirus pandemic and to resolving problems of social justice, 
according to a 2020 poll by Weber Shandwick. Tis both underlines the level of trust 
placed in employers and serves as a potential source of criticism if companies fall short. 
We shall consider how leadership can be developed in later chapters. 

Supporting people 

So as well as feeling connected to the organisation and their team, people need to feel 
they are listened to, supported in the workplace and have a degree of autonomy and 
the opportunity to stretch and grow. Line managers shoulder the day-to-day challenge 
of supporting people and maintaining or boosting employee morale, even though they 
may themselves be under pressure from every angle, juggling both business-as-usual 
and managing change. Teir own roles are being transformed as the principles of agility 
and team work gradually flter through organisations. Tey too may need support from 
top management and should be developed as coaches, giving them access to new tools, 
techniques and ideas. 

• Manager’s job is shifing to: 
• support the team and focus on capability building 
• enable diversity and employee well-being 
• deliberately develop organisational learning capability 

• Managers must: 
• keep sight of the importance of teamwork, fexibility, agility and broad vision 
• work actively to achieve local optimisation and prevent siloes. 

Te defning contribution of great managers is that they make engagement part of their 
daily work and boost the engagement levels of the people who work for them (Michelman 
2004). Engaging managers engage their staf on the three levels identifed by Kahn (1990): 
intelligence - making sure they know what the organisation does and their part in it; society – 
being part of a team with a manager that supports them, and lastly, emotion – do they care 
about what they are doing and do they feel cared for? In Standard Chartered Retail Bank, the 
task of managers in engaging employees is summarised as ‘Know me, focus me, value me’. 

Engaging managers are approachable and able to create an open and fulflling working 
environment. Tey build, facilitate and empower teams and also treat people as individ-
uals, with fairness and respect and a concern for employees’ well-being. MacLeod (2009) 
reports that engaging managers ‘… ofer clarity about what is expected from individual 
members of staf, which involves some stretch, and much appreciation and feedback/ 
coaching and training. Tey also ensure work is designed efciently and efectively’. HR 
can contribute to a positive work climate by helping managers understand what moti-
vates their employees and supporting them in designing challenging jobs through which 
people can experience meaning, purpose and enjoyment. 



    

 

 
 
 

EMPLOYEE ENGAGEMENT AND WELL-BEING • 209 

Engaging managers strive to deliver on the employer brand promise and ensure 
employees get a fair deal. Efective managers are versatile, able to judge when to involve 
employees, and when to direct them. Engaging line managers manage for performance 
and execute tasks in an enabling way, aiming to keep staf motivated and develop peo-
ple’s performance potential. Tey involve staf in setting clear objectives so that people 
know what is required but allow staf to work out how to deliver them. Tey design in-
teresting and worthwhile tasks that ofen involve collaborative work and have clear end 
goals. Tis helps to promote a sense of purpose. Tey ensure employees have the skills, 
authority and resources they need to deliver results that matter. 

HR can coach managers who are struggling to navigate their own change journey or 
who fnd managing the ‘people side’ of change daunting. Te best organisations focus 
their training and development programmes on building local managers’ and teams’ 
capability to solve issues on their own. Training should be strengths-based so that man-
agers learn how to identify, use and build the strengths of team members to achieve 
better outcomes. 

HR can also co-create, and help line managers implement, simple and efective 
performance management processes, which are relationship-based rather than 
system-led. Some managers may need coaching around their own leadership style or 
help with standard setting, providing clarity of goals and targets, managing team dy-
namics and developing team members. HR can build efective reward and recognition 
systems which diferentiate and reinforce good performance and also ofer a degree of 
individual choice in how performance is rewarded. Instead of focusing on where indi-
viduals need to be more productive, HR can openly ask people for their input and gather 
anecdotal evidence on how to boost productivity and present this data back to leaders. 
HR can develop competent employees through relevant training, job rotation, and devel-
opmental assignments. Afer all, when people are valued and have opportunities to grow, 
they are likely to perform well. 

However, as a point of caution, a Yale University study (Moeller et al. 2018) found 
that some hard working, highly engaged academics gradually were becoming exhausted 
and burnt out, even with all the resources and support they needed to do the job. Tese 
workers felt that the demands made of them were too high. In contrast, the optimally 
engaged colleagues reported having high resources, such as supervisor support, rewards 
and recognition, and self-efcacy at work, but lower demands such as low workload, low 
cumbersome bureaucracy, and low to moderate demands on concentration and atten-
tion. Similarly, a report for the UK NHS’s Point of Care Foundation (2014) found that 
‘Far too many healthcare professionals feel overworked, disempowered and unappre-
ciated. Healthcare professionals generally sufer higher rates of stress, depression and 
burnout than their counterparts in other areas of the public sector’ (Staf Care, Point of 
Care Foundation 2014). So even when people have a strong sense of purpose, overloading 
people with too many demands can lead to serious harm. 

HR can help managers and leaders reduce the demands they’re placing on people – 
ensuring that employee goals are realistic and ‘de-cluttering’ jobs of unnecessary bu-
reaucracy so that people have a clear line of sight through their day job to the purpose, 
mission and goals of the organisation and letting employees disengage from work when 
they’re not working. Efective managers are willing to address difcult situations. Tis 
involves carrying out regular workload reviews and rebalancing who does what: ensur-
ing that engaged employees do not end up having to pick up the workload of those who 
are less engaged. Managers can also try to increase the resources available to employees, 
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not only material resources such as time and money, but intangible resources such as 
empathy and friendship in the workplace. 

Efective managers create a climate for development: they coach their teams and en-
sure people have the chance to develop new skills and capabilities and then put those 
new skills into practice, for instance by moving between functions to achieve what Pink 
calls ‘mastery’. Efective managers promote cross-skilling or up-skilling by encouraging 
people to share their skills and collaborate with others using practices such as peer feed-
back and check-ins as aids to successful performance. Since people grow through variety, 
efective managers also encourage staf to spend 10% of their time on other projects that 
fall outside of their day-to-day work but ofer benefts to the business. 

To stay motivated and in control people also want to know that their work has purpose 
and meaning and want feedback that their contribution and progress has been recog-
nised. Rather than simply relying on feeding back via an annual performance appraisal 
process, efective managers provide clear and regular feedback and recognition that is 
values-based and ties back to the company’s core values and mission. Efective managers 
encourage learning from failure as well as sharing good ideas and practice as part of a 
wider learning culture. Tey also celebrate successes with their teams. 

In tough times 

Engaging managers are especially vigilant about the risk of burgeoning workloads and 
make clear what should be de-prioritised so that people can put their energies into what 
matters most. While no organisation can guarantee job security, engaging managers 
help employees adapt to change and cope with stress and anxiety. Since some of the hu-
man reactions to change can be anticipated, simply giving people opportunities to talk – 
in one to ones and in groups – can be enough. Keeping a positive outlook, encouraging 
people and maintaining active team communication is all the more important when the 
team is dispersed and working remotely to help people feel connected and able to make 
sense of what is happening. Managers should encourage teams working at home to build 
in some ‘bufer’ time between activities so they can take a break. HR should rethink its 
processes to make sure they optimise the user experience in the virtual world, including 
shifing from output-based metrics to employee engagement/experience. 

Providing meaningful support not only shows employees that they are valued, even 
though their job may be at risk, but it can also help survivor employees (those whose jobs 
remain afer downsizing) remain productively focused on their work. To prepare people 
for new roles, managers need more of a coaching style, to be willing and able to involve 
staf in implementing change. When making change becomes part of every employee’s 
job, it can become the spur to innovation and improvement. 

Being a manager is incredibly demanding, yet efective managers make a huge dif-
ference to the success of the organisation. Even if the organisation as a whole is a rather 
hostile environment to work in, having a great relationship with a good manager can 
keep people happy and motivated and helps create a more dynamic culture. Teir team 
will be the one everyone wants to work for. 

Voice 

Employee voice, which is about employees being informed, heard and involved is a key 
driver of engagement. It is the means by which people communicate their views to their 
employer and infuence matters that afect them at work. Tis not just about formal 
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consultation and participation but also when ‘employees feel able to voice their ideas 
and be listened to, both about how to do their job and in decision-making in their own 
department, with joint sharing of problems and challenges and a commitment to arrive 
at joint solutions’ (MacLeod 2009). 

Today’s multi-generational workforces may have diferent needs one from another, 
yet many employees share some common expectations – for self-management of data, 
fair pay, opportunities for development and more accessible styles of management and 
leadership. Tese expectations are ill-matched by traditional long-term employee value 
propositions and command and control styles of leadership. With smartphones being 
more powerful than the supercomputers of the past, people now have access to infor-
mation and knowledge that would have been impossible to access before. Just as today’s 
customers expect more choice, better communication from frms and the opportunity 
for co-creation, so too do workers – and today’s increasingly multi-generational work-
forces/workers expect a say, elite workers in particular. Consequently, there is a growing 
demand for democratisation of access to information, increased and meaningful com-
munication, participation and involvement in decision-making at all levels. 

Engaging leaders take a participative approach, building consensus between diferent 
groups and individuals within the business. Useful communications translate high level 
business information to the local level and make it relevant to individuals. Efective com-
municators use a mix of metaphor, stories, jokes, pictures as well as business-speak to 
engage their audience. Whether dealing with business problems or developing new ideas 
for growth, leaders make sure that people can see clear signs of progress by marking mile-
stones, celebrating successes, stabilising what works and sharing the benefts of change. 

However, communication should not be just top-down but should involve genuine 
dialogue at team level. Voice can be formally expressed, for example through suggestion 
schemes and attitude surveys, as well as informally such as in team meetings or ‘huddles’, 
rapid cascades, Q&As – face to face and via social media. Employees can use individual 
and collective channels to speak directly to management or indirectly through repre-
sentatives. In companies that do this well there is a constant free fow of ideas up and 
down and across the organisation. 

A study by Forbes Insights (2017), found that employees who felt their voices were being 
heard were 4.6× more likely to do their best work. Knowing your manager is willing to 
listen to any problems you’re experiencing makes it much easier to get behind their vision 
for the company. So managers must be willing to listen to people, be open to new ideas and 
not afraid of relinquishing control. In high performance workplaces a joint approach to 
solving business problems is usual. Tis involves establishing dialogue between diferent 
groups and individuals within the business, building mutual understanding and respect, 
and committing to work together constructively to achieve business success. 

When employees are genuinely involved in decision-making, they are usually moti-
vated to implement what has been decided. Conventional ways of informing or consulting 
with staf – via bulletins, newsletters, briefng packs, e-mail and electronic newsletters, 
intranet, video/TV, large-scale (Town Hall) gatherings, roadshows, helplines, focus 
groups and line managers briefng individuals and groups – can be complemented by 
employee surveys for upward feedback. More efective in terms of really engaging people 
are OD methods such as Real-Time Strategic Change where people have a real chance to 
understand the issues and together work out potential solutions. 

Te Forbes Insights report (2017) claims that companies with greater gender and 
ethnic diversity consistently outperform the competition since they more accurately re-
fect the diversity of society and reach more potential customers. Tey also incorporate 
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a broader range of perspectives into their decision-making. Inviting more people to the 
table, and ensuring their voices are heard, is a win-win for everyone. 

Teamwork and team building are key elements of Voice. To break down unhelpful 
silos, one major hospital set up 23 self-managing teams, each under trained team coordi-
nators. Te teams receive on-going HR, clinical and budgetary support from three senior 
managers. Weekly support meetings promote inter-team communication and collabora-
tion. Evaluation of the team working initiative revealed various benefts such as: 

• Greater ownership of issues. 
• People are happier in their jobs. 
• A climate of cooperation has facilitated better inter-departmental and multi-agency 

communication and practices. Communication with agencies such as social 
services has improved. 

• Patients are receiving more integrated care, and quicker discharge times, so hospi-
tal beds are available more quickly. 

• Better quality of working life. Individuals reported that they felt involved in 
decision-making processes, they benefted from the professional and emotional 
support they gained as part of a team, and they experienced greater job satisfaction. 

• Reduced sickness absence rates. 

In tough times 

Especially in tough times, frequent and honest communication is vital for (re)building 
employee trust, resilience and engagement. Every meeting or contact sends a message too -
for good or ill. Engaging leaders and managers are visible, accessible and approachable; 
they communicate authentically and consistently about the bigger picture, strategy and 
direction. Tey are also willing to listen and act on what they hear. Engagement and em-
pathy are inextricably linked, and showing empathy is an important way to connect with 
and retain employees. Empathy is also key to trust determination theory: ‘When people 
are upset, they want to know that you care before they care what you know’. 

During the pandemic there were numerous examples of CEOs communicating with 
their remote workforces in empathetic and informal ways that kept people connected in 
challenging circumstances. A vital component of the best communication was honesty 
and speed – leaders telling staf what was really happening, being open to dialogue and 
exploration which builds trust, as well as creating energy around organisation’s mission 
and values. Concentrating on the positives achieved during the frst wave of change, 
can infuence and motivate people for the next wave of change. Tis is about creating a 
climate for change. When tough decisions have to be taken, people need to feel confdent 
that the right decisions have been taken and that all concerned have been treated fairly. 
Transparency is the basis of trust. 

Te benefts of Voice are multiple. For employers, efective voice contributes to inno-
vation, productivity and organisational improvement as well as keeping the organisation 
honest, assuming whistleblowing is not discouraged. For employees, it ofen results in 
increased job satisfaction, greater infuence and better opportunities for development. 
CIPD research (McCartney and Willmott 2010) suggests that employees’ satisfaction 
with their involvement in decision-making is signifcantly and positively linked to 
their overall job satisfaction. Tis suggests that voice is an important part of employee 
well-being. 
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Scope 

Scope is where individual motivation is at its highest. It’s where people feel they have 
the opportunity to pursue their own sense of purpose through the work they do, and 
to have the possibility of growth and fulflment. Tis is what Isles (2010) describes as 
‘Good Work’. Career development matters to most people. For all its challenges, change 
can also open up opportunities for autonomy, development, better work-life balance and 
growth as people gain new skills, new networks and new responsibilities. And as we shall 
discuss over the next few chapters, engaging managers design rich and rewarding roles 
and help people develop the skills and competencies they really need, focusing in par-
ticular on people in new roles. Tey spot opportunities for employee development and 
actively coach their teams, involving them in working on real business issues, providing 
job shadowing and mentoring and championing employee interests. Tey deliberately 
encourage people to change roles/re-energise themselves by moving between domestic 
and international divisions or from one country to another. Tis allows people to gain 
new experiences and helps develop diferent parts of the business – and is also a great 
motivator. Afer all, when people feel valued and have opportunities to grow, they are 
likely to perform well and grow. 

Scope is also about people taking the initiative, managing their own contribution and 
development and embracing the philosophy of lifelong learning. In a context where the 
organisation values the individual and the feeling is mutual, there is the possibility of a 
grown-up employment relationship. We shall explore various aspects of Scope in more 
detail in the next three chapters such as how HR/L&D can help develop people, create 
meaningful jobs and craf career paths that keep people moving forward. 

EMPLOYEE WELL-BEING 

Te most successful businesses empower their employees to do their best work by en-
couraging learning, reskilling, and growth, keeping people connected and informed. 
But that is only part of the engagement picture. Well-being is another important part. 
MacLeod (2009) defne well-being as ‘… a state …in which every individual realises his 
or her potential, can cope with the normal stresses of life, can work productively and 
fruitfully, and is able to make a contribution to his or her community’. 

Research suggests the picture today is far from rosy. Te CIPD Good Work Index 
(Giford 2020) shows a signifcant level of work-related poor health among UK workers. 
About one in four workers report that their job has a negative impact on their mental 
or physical health. One in fve say that they always or ofen feel ‘exhausted’ at work, a 
similar proportion say they are under ‘excessive pressure’ and one in ten say they are 
‘miserable’. Te CIPD reports that the UK ranks 24th out of 25 for work/life balance 
compared with other ‘comparator economies’. Tree in fve UK employees are working 
longer hours than they would like, even when considering their need to make a living. 
32% also report being given excessive workloads. Similarly, Gartner’s 2019 Modern Em-
ployee Experience survey found that only 21% of highly engaged respondents reported 
having a ‘high-quality work-life experience’. 

According to Deloitte’s (2020) report, poor mental health costs UK employers up to 
£45 billion per year, a rise of 6% since 2016. In CareerBuilder’s survey on stress in the 
workplace 31% of respondents reported extremely high levels of stress at work and 61% 
of employees reported being burned out on the job. Tose high-stress levels were mani-
fested in poor physical health (fatigue, aches and pains, weight gain) and compromised 
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mental health (depression, anxiety, anger). Tese fndings emphasise the links between 
wellness and engagement, and how stress undermines both. Where a combination of 
lack of recognition, increased workloads, poor management and lack of career opportu-
nities exists, some people opt to voluntarily ‘downshif’, i.e. stepping of the career ladder 
in order to ‘get a life’. Where the pressures on employees undermine their performance, 
the real impact of such stresses will be felt on business results. 

A Glassdoor survey reports that employees are also looking for help and support in 
achieving balance and being able to attend to the non-work areas of their life. Extra work 
pressures call on employees to make sacrifces, particularly with respect to their home 
life and spending time with their children though many people work long hours in order 
to make career progress. In many surveys, employees report that truly fexible working is 
the main enabler of work–life balance as we shall explore in Chapter 11. 

So HR has the challenge of reconciling organisation demands for agility with individ-
ual employee well-being. Well-being includes physical, emotional, moral and fnancial 
factors so it is important to take a multi-faceted approach to employee engagement that 
embraces employee well-being and leads to enthusiasm, motivation and productivity, 
without the burnout. Companies should promote well-being and ensure psychological 
safety so that employees are balanced, healthy, can do their job well, feel good about their 
work, and feel equipped to do their best work. 

Research by Willis Towers Watson suggests that a growing number of employers are 
defning workplace health as a central part of company culture and strategy. Indeed, the 
focus appears to be shifing away from a piecemeal approach to stress issues, towards 
a holistic approach to employee well-being which means that wellness must permeate 
every aspect of an organisation. Robertson Cooper (2014) argue that high psychologi-
cal well-being leads to positive individual outcomes, such as commitment, morale and 
health, which in turn lead to improvements in organisational performance in areas such 
as productivity, customer satisfaction, attractiveness to recruits and lower turnover and 
sickness absence. Ofering people the chance to balance work and personal life therefore 
makes good business sense. 

HR has a signifcant role to play in ensuring that their organisations enable employees 
to have some form of balance. Many HR teams, knowing employees are feeling stressed, 
ofer wellness programmes on improving work-life balance and stress management – 
usually through healthy eating, exercise, or mindfulness. Some of the more interesting 
practice on this front comes from the United States. For instance, years ago stressed-out 
employees of Boston City Council had an automated phone system which screened calls 
for depression. Callers listened to recorded descriptions of how they feel ranging from ‘I 
get tired for no reason’ to ‘I feel others would be better of if I were dead’. Tey punched 
the appropriate number and could hear a recorded diagnosis that urged severe cases to 
seek counselling (London Evening Standard, May 1999). 

Mental health tools have become more common, such as virtual yoga sessions, mental 
health support websites or expanded options for counselling through the company em-
ployee assistance programs (EAP). Many organisations implement initiatives/standards 
to reduce stress, develop health and well-being strategies, run Occupational Health road-
shows and ofer staf access to personal fnancial advice. Some employers have reshaped 
the physical environment to encourage healthy behaviour for instance by adding healthy 
foods to breakrooms and restaurant delivery menus, ergonomic workstations, appropri-
ate lighting and subsidising gym membership. Some ofer specialist workshops ofering 
menopause support. Developing employee-friendly policies is part of the solution, but 
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such policies need to be owned by employees and senior managers if they are to become 
a reality. 

Employee well-being should be championed from the top. Te need for inclusive lead-
ership and an authentic focus on employee experience and well-being has never been 
more pressing. One group of NHS hospitals has a ‘Wellbeing Guardian’ at board level 
who provides active sponsorship of the staf well-being work. One trust set up small-
scale ‘think tanks’ involving over 250 staf, each tasked with solving problems in specifc 
areas, including sickness, use of data, retention and well-being. Since NHS many front-
line staf are worn out caring for the pandemic’s victims, HR teams are training mental 
health frst-aiders, ofering rest rooms and ‘oasis spaces’, setting up Well-being Hubs, 
ofering virtual well-being sessions and ‘sleep hygiene’ resources, and introducing psy-
chological services for staf that provide one-to-one and team support on dealing with 
grief, stress, anxiety and depression. 

Te Saint-Gobain company believes there are clear links between staf engagement, 
well-being and business performance. Te frm developed a programme ‘Fit to Lead’ that 
was aimed at senior leaders, some of whom were becoming burnt-out. Te programme 
integrates leadership development with mental and physical well-being, the idea being 
that to inculcate a culture of well-being across the organisation it was important to start 
at the top. As well as improving their well-being, the programme has also made the par-
ticipants more efective at their jobs (People Management, April 2018). 

A holistic approach to combatting stress is needed, with well-being acting as a golden 
thread throughout the support on ofer. For instance, with respect to bullying, harass-
ment or other form of ‘moral injury’ people should feel free to speak up and have a formal 
mechanism to do so. Companies need to signpost people where to report and reassure 
people via communications that if they do raise a complaint, it will be taken seriously. 
When an incident is reported, HR teams or senior leaders must ensure they have a clear 
plan in place for what happens next. Some organisations are ofering staf access to a 
mediation service for relationship issues including domestic abuse. So while workshops 
on stress management and resilience can contribute to a workforce that is healthier, more 
engaged, and more productive, if the workplace remains a largely stressful environment, 
standalone wellness programmes tend to produce limited returns. 

Management style and the chance for personal development appear to be two factors 
that relate closely to whether people perceive the work pressures they experience to be 
positive or negative. Te extent to which people feel able to grow and ‘empowered’ to do 
their jobs appears to be closely linked to job satisfaction and resilience to extra pressure. 
Since the main stressors tend to be the work itself, HR should work with front-line man-
agers to monitor the level of demands they’re placing on people and encourage a better 
balance between demands and resources, particularly during high pressure periods, so 
that people can recover from the demands they experience through work. Tey can en-
courage managers to increase the resources available to employees by building in some 
‘slack’ in the form of time, as well as introducing protocols such as avoiding emailing 
people afer hours, setting a norm that evenings, weekends and holidays are work-free. 

L&D has a strong role to play in addressing well-being. Te NHS provides mental 
health training for managers as part of their onboarding process. Tey are also ofering 
trauma-informed leadership training to help teams going through tough times. Some 
organisations are teaming up to provide peer-to-peer reciprocal mentoring at all levels 
with a special focus on well-being, D&I and minimising the negative impact of change 
on people. 
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So rather than addressing employee well-being as a silo initiative it must instead be 
accepted as everyone’s responsibility. A well-crafed employee well-being strategy ofers 
immediate support for employees while simultaneously delivering long term preventa-
tive approaches that deliver stability and well-being over time. 

Refective activity 

• As remote working becomes increasingly the norm, what are the implications for 
employee engagement, work-life balance and well-being? 

I am grateful to Claire Stone, formerly Senior Consultant in the Employee Engagement 
team, and Tracey Tennet, Head of Health and Wellbeing at EDF Energy for the following 
case study. 

Case: Agile working in EDF Energy 

EDF Energy is the UK’s largest producer of low-carbon energy, meeting around one-
ffh of the country’s demand and supplying millions of customers and businesses with 
electricity and gas. Te company operates 8 nuclear power stations, more than 30 wind 
farms and has more than 5 million customer accounts in the United Kingdom. It em-
ploys around 13,000 employees across England and Scotland. With a new CEO and re-
cent changes to ofce locations, and the introduction of ‘modern ways of working’, e.g. 
hot-desking, the new culture emerging is one that moves away from everyone working in 
a set space to people moving around. 

Accordingly, the frm has a fast-growing number of agile and remote workers. EDF 
Energy’s own defnition for Agile working is as follows: ‘Agile working provides a frame-
work for modernising the way we work. It’s about working fexibly, securely and appro-
priately from an EDF Energy site, from home or other location. Agile working encourages 
teams and individuals, where appropriate, to take a fresh look at where, how and when 
work is carried out’. On the whole agile working is popular with employees and in the 
2017 employee engagement survey, 35% of respondents (3,528 people) reported having an 
agile working arrangement in place, whether formally or informally. 

Why research agile working? 

EDF Group uses Ipsos to carry out annual employee engagement surveys. With agile 
working a growing trend, Claire Stone, formerly Senior Consultant in the Employee 
Engagement team, noted that the engagement survey in 2017 showed some diferences 
between the views of agile workers and those of others. Tere was some good news, for 
instance, ‘All employees who spend at least some (but not all) of their time working re-
motely have higher engagement than those who don’t ever work remotely’. Tis mirrored 
research fndings published by Gallup. 

Yet the survey revealed other areas of concern with respect to employee well-being 
that echoed observations by Tracey Tennet, Head of Health and Wellbeing, who was 
aware that there was a growing number of work-related ill-health cases afecting agile 
workers that were shown to be work aggravated and where feelings of loneliness and iso-
lation were impacting on employees. A similar theme was refected in wider publications 
in the management press and academic journals. 
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EDF Energy takes health and safety very seriously indeed and has a mandatory policy 
with respect to not causing harm. Te Agile Working policy is based on advice from 
Employee Relations teams and helps people to ‘self-select’ for agile working by asking 
questions that test its appropriateness for individuals such as ‘Have you considered these 
factors…?’ and ‘Would it suit you…?’ At the same time, agile working is agreed locally at 
managers’ discretion. How well people feel able to manage their own well-being tends to 
refect the way their own line managers react, show trust in the employee and role model 
new ways of working themselves. 

So the team decided to investigate the issues further to better understand what was 
happening with the agile and remote working population, including feld staf, many 
of whom had been with the company for over 20 years. Working in partnership with 
researchers at City University of London, they used an on-line survey to explore the 
following questions: 

• What are the benefts of agile working for this growing population – at work and 
at home? 

• What are people doing themselves to adapt and make new ways of working ‘work’? 
• Is the EDF Energy agile and remote population more engaged – in line with exter-

nal research? 
• Are people more committed as a result and are they more likely to stay with the 

organisation? 
• Are any adverse impacts evident? (e.g. loneliness or workplace isolation) How is 

everyday well-being (e.g. happiness and anxiety) afected? 

Te survey was designed to produce quantitative and qualitative responses so that specifc 
comments could shed light on key issues. Various aspects of organisational engagement 
were explored: the impact of agile working (both positive and negative) on organisa-
tional engagement, work engagement, organisational commitment and intention to quit. 
Aspects of well-being explored included: workplace isolation (support), loneliness and 
afective well-being (e.g. happiness and anxiety). 

All responses were anonymous and confdential. Participants were actively recruited 
via networks and key channels for feld staf: 

• News stories and reminders on the company intranet 
• E-mails to target employees 
• Postings on internal social media 

People were keen to participate in the survey and a diverse population took part. 
Response rates were monitored daily and 741 responses were received over three 

weeks. 

Key fndings 

Te EDF Energy agile and remote population with ‘formal’ agile arrangements demon-
strated higher organisational and work engagement than others – in line with external 
research. With respect to organisational commitment, there was no signifcant diference 
between agile workers and the mainstream population; for Intention to Quit, though 
there were more men than women in the agile population considering quitting. Similarly 
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with respect to everyday well-being, e.g. happiness and anxiety, there was no signifcant 
diference on well-being measures. However, when looking at adverse impacts, e.g. lone-
liness or workplace isolation, the people experiencing the highest levels of workplace 
isolation and loneliness were those working remotely 80–100% of the time. And these 
people had the lowest Intention to Quit. 

Tis might be explained by the qualitative responses, especially with respect to the 
wide range of benefts for this growing population – both at work and at home. People 
considered the top work-life benefts as follows: 

• More time to get work done (51%) 
• Having essential equipment nearby (45%) 
• Reduced travel (33%) 
• Increased productivity (32%) 
• Fewer distractions (26%). 

Te top home-life benefts included: 

• More time to get work done (44%) 
• More time to spend with family (37%) 
• Reduced travel (26%) 
• Increased fexibility (23%) 
• Better able to meet personal commitments (20%). 

In particular it seems that people were more committed to the company because agile 
working allowed them to both work and meet their wider responsibilities, including 
caring, thus achieving a better work-life balance. Tere were over 150 suggestions 
on the theme of setting up an agile or remote working arrangement and ‘making it 
work’. Regular communications and feedback were felt to be key, though the pre-
ferred frequency varied. Te importance of building honest, trusting and supportive 
relationships between agile and remote workers and their line managers was a key 
theme. 

What are the practical implications of the research? 

EDF’s Stress Risk Assessments have been updated and enhanced based on the fndings, 
including new insights on mitigating risk. Te results have also been fed into informing 
guidance on optimum arrangements for agile working, e.g. working remotely 40–60% of 
the time seems to bring about the greatest benefts. 

Te results have also helped equip agile workers to better help themselves. Te ‘Top 
Tips’ for agile and remote working that were provided by respondents were shared within 
a newly created Yammer community. Te tips relate to what people themselves are doing 
to adapt and make new ways of working ‘work’ for instance: 

Assessing readiness for agile working 

Respondents suggested ways of thinking about whether this way of working is right for 
you, e.g. ‘does it ft with your character/working style?’ ‘only do it if you are (i) independ-
ent (ii) organised (iii) disciplined’; ‘will you go crazy alone all day?’ ‘be sure you are the 
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kind of person who is happy in their own company and can work with minimal super-
vision’. ‘Be honest with yourself about whether you are someone who enjoys being alone 
and will be able to get down and work if alone’. 

Tey also suggested considering the suitability of the work you do – ‘only go down this 
route if you are in a role which enables communication via telephone/Skype, or where 
specifc tasks can be completed in blocks away from the ofce’ – as well as considering 
the impact on both colleagues and family. One recommendation is ‘Do a 3-month trial 
before fully committing to this style of working – it doesn’t suit everyone’. 

Setting up an agile or remote working arrangement 

Many ‘Top Tips’ referred to agreeing fexible working arrangements with line manag-
ers, setting expectations and contracting, agreeing ‘ground rules’ (and exactly what they 
mean in practice) then making a formal application. ‘Have an honest conversation with 
your line manager to set expectations’. ‘Fully explain what “agile” means to you so expec-
tations are set at the outset’. Discussing the level of autonomy needed plus how and when 
support might be required (and how it could be provided) was felt to be a very useful area 
to address in advance too. 

Agreeing ground-rules on communication was felt to be especially important – when 
and how best to check in so that managers and team-mates know where people are and 
how to contact them. Tis also means that people are kept in the loop. EDF Energy’s work 
on Inclusion is taken seriously so making sure that agile workers can take part in team 
events, even remotely, at times that work for all, is important. All concerned are encour-
aged to become competent at stakeholder management, proactively updating people, be-
ing more transparent in communications. 

Tere were lots of useful pieces of advice on ‘starting out’ and the transition process – 
e.g. ‘the frst few weeks are the hardest’, ‘expect to take a few weeks/months for it to feel 
“normal”!’; ‘gradually transition to working remotely: I would not recommend starting 
full-time’ and ‘do not underestimate that this will be a change and give yourself time to 
adjust/adapt’. Trying out a number of diferent options was suggested too. 

Respondents ofen observed their managers as role models for working arrangements, 
e.g. ‘look at what your manager does to guide what you can do’. Respondents were keen 
that people considering agile and remote working should be familiar with the relevant 
EDF Energy policies and getting to know their rights – but at the same time could ‘rest 
assured in the knowledge the company will do their very best to support you’. 

Managing your time and organising your week 

Tere were plenty of suggestions about planning your approach and setting boundaries 
so that people don’t feel obliged to be at ‘work’ 24 hours a day and can protect their 
personal life. Tese included tracking hours worked and keeping a record of progress 
on projects/tasks. ‘Best practice’ included, e.g. ‘fnd a good way to record your working 
time that works for you. Whether it’s in a diferent diary or on an excel spreadsheet, 
just set a rule then do it!’ ‘Ensure you record how many hours you’re doing a day/week 
as it’s easy to work much longer days’. ‘Keeping a personal log of any incidents or issues 
was also recommended’. ‘Keep track of the number of hours you work. It’s easy to do 
so many more when not in the ofce. Tere is less chit-chat, less cofee runs, less time 
taken for lunch’. 
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Looking afer your Health and Well-being and combatting isolation 

Raising any concerns ‘sooner rather than later’ was another important message; along 
with ‘if something doesn’t work straight away don’t be afraid to change it, keep tweaking 
it’ and ‘it’s not for everyone – don’t be afraid to say if it isn’t working for you’. ‘If some-
thing isn’t working, talk about it with your manager… to fnd a solution to make this a 
working arrangement which truly works for you’. 

‘Agile working is such a great thing to have, there is a risk that if you overwork you will 
lose it’. ‘If you fnd that “agile working” is becoming “fragile working” and afecting your 
performance or health and well-being, be brave and fag it to your manager’. ‘Be open to 
other suggestions. Be prepared to compromise’. ‘Don’t take advantage (you’ll spoil it for 
others as well as yourself ’. 

Raising management ability to manage people working remotely 

Te research fndings have also been fed into the leadership and management develop-
ment curriculum which has been enhanced with programmes on ‘Managing Remote 
Workers’. Tese are helping equip managers for managing an agile workforce for in-
stance by promoting the ‘business case’ for new ways of working, using diferent types 
of survey data to raise awareness of agile workers’ needs. As a result the management 
culture has become looser as managers actively make agile working work. 

With case studies of agile workers appearing in EDF Energy company newsletters, 
there is growing awareness of how to make the most of agile working – for the company 
and its employees. EDF Energy is already building a lively on-line community amongst 
its remote workers, with the likely outcome of reducing feelings of isolation. With a joint 
company and employee efort such as this, the greater sense of connection and well-being 
across this growing population is starting to pay dividends. 

As this case study illustrates, embracing employee wellness and engagement as stra-
tegic imperatives is a signifcant paradigm shif in the business world, one that will only 
grow stronger as agile, remote and hybrid forms of working become the norm. Deter-
mined efort will be needed to heighten energy, engagement, focus, coordination and 
cooperation to make hybrid work productive and healthy work. 

Looking ahead, taking a holistic approach to health and well-being will involve good 
use of technology. Managers and HR must consider how digital well-being can be en-
hanced through training and managing expectations around being ‘visible’ online as 
well as providing informal spaces for team members to check in with one another. Lead-
ers must make sure they’re sending a consistent message that balance matters and bring 
the same energy, care and attention to employee wellness and engagement as to their core 
products and services. Organisations that ensure their employees fourish and thrive will 
always be ahead of the curve. 

CONCLUSION 

So, as organisations plot their way to recovery, today’s challenges could prove a blessing 
in disguise since they highlight that employers who focus on engagement and well-being 
can motivate and retain valued employees. Sustained agility requires us to proactively 
plan for how we will continually assess employee needs, engagement and wellness from 
the beginning, and test, learn and adapt our plans accordingly. Rather than attempting 
to force engagement, it is healthier to encourage it by managing change with a human 
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touch. Afer all, employees will welcome change if, as a result, they work in a positive 
environment, are part of a winning team, are more capable and empowered, have learned 
from their experiences and have the tools to be self-managing. We have discussed how, 
if a workforce believes in the organisation’s purpose, it will probably buy into change. 
Ensuring that employees’ voices are heard should be part of a larger push for equality and 
inclusiveness in the workplace. 

To build a culture conducive to engagement may require a mindset shif and a will-
ingness to try something new – for employees as well as employers. While organisations 
have become more fexible about where and when employees work, now they need to be 
more intentional about their choices and trade-ofs. Tis is the time above all where the 
‘values on the wall’ need to work in practice. So even if business leaders cannot provide 
job security, they can keep people informed and listen to what employees are telling 
them. While they cannot provide meaning for their employees, as this is individual and 
subjective, they can ofer a clear purpose for their organisations. Tey can ensure that 
values-based behaviours are refected in appraisals and promotion criteria, and that line 
managers are recognised for their eforts in engaging employees. Tey can demand that 
good intent, in the form of work-life balance, well-being or diversity policies, is trans-
lated into practice, and make every efort to close any ‘say-do’ gap of their own. 

Employers who are forward-looking, who sustain their investment in people, who 
build a climate of trust, and continue to develop the abilities of their workforce, are likely 
to maintain their competitiveness and be well-positioned for growth when the econ-
omy picks up. Te engagement-performance potential is there – delivering the results 
is a shared efort. Leaders, managers, HR and employees themselves have key roles to 
play since employee engagement fows up, down and across the organisation. Ensuring 
mutual benefts (as well as risks) for both organisations and employees is potentially the 
most sustainable and honest basis for an employment relationship better suited to the 
demands of today’s volatile global economy. 

As we shall consider in the next chapter changes in jobs and job design, performance 
management and reward systems have major implications for employee engagement, 
performance and retention We shall consider how both organisations and employees can 
beneft from these changes. In the next chapter we shall consider how jobs, performance 
management and reward systems are changing. 

Refective activity 

• Paauwe (2004) highlighted the tension between added value and moral values 
in shaping the employment relationship and related HR practices. What are 
the paradoxes and dualities you note with respect to the pursuit of Employee 
Engagement? 

• Are productivity and employee well-being competing goals? Can they be optimised 
jointly? 
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As we considered in earlier chapters, businesses need to be innovative and nimble to 
respond to customer needs and succeed in the dynamic competitive environment. Te 
pandemic and its consequences have accelerated underlying trends. Organisations and 
work therefore must be designed for agility and high performance. A new operating sys-
tem for work is needed — one that better supports the high degree of organisational 
agility required to thrive amid increasingly rapid change and disruption, and that bet-
ter refects the fuidity of modern work and working arrangements (Jesuthasan and 
Boudreau 2018, 2021). 

CHAPTER OVERVIEW 

In this chapter we shall consider how HR can drive ‘…programs that create adaptabil-
ity, innovation, collaboration, and speed’ (Rigby et al. 2016). Such programs include 
designing roles, performance management and reward systems which foster expertise, 
collaboration, decision-making, employee engagement and high performance. 

We shall consider: 

• Te changing workplace and jobs 
• High-performance work practices 
• How does performance management work in this environment? Is it needed at all? 
• Reward and recognition 

LEARNING OBJECTIVES 

• To consider the challenges arising from the trend to deconstruct jobs 
• To explore how conventional approaches to performance management and reward 

may be changing 

INTRODUCTION: THE CHANGING WORKPLACE 

Workplaces are changing and the forms, structures and work practices which were 
familiar a few years ago are undergoing a serious, longer-term appraisal. Te cultural 
shif to Agile means embracing a range of methodologies, work practices and values that 
originally arose from sofware development and were described in the Agile Manifesto 
(see Chapter 3). 

Rather than a particular methodology, ‘Agile’ is more a set of customer focused 
principles and values based on achieving innovations through iterative and incremental 
development, where requirements and solutions evolve through collaboration be-
tween self-organising, cross-functional teams and their customers. Incorporating lean 
practices and agile principles enables people to solve problems in adaptive ways, within 
a systemic framework. In an agile organisational culture, experimentation is considered 
the norm and continuous learning is valued. Tus empowerment, continuous improve-
ment, radical transparency, knowledge-sharing and diferent communications (horizon-
tal conversations) become key cultural features. 

To succeed in the digital age, the organisation will become a more fexible, customer- 
centric, task-oriented organic structure. Te challenge will be to create organisations, 
however decentralised, which are completely unifed and coordinated, with aligned 
goals, and where employees experience high levels of participation and commitment. 
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Operating models must allow for the creation and maintenance of new organisational 
capabilities through nimble or ‘agile’ production, knowledge-intensive work, high labour 
fexibility and the idea of devolving decision-making down the organisational hierarchy. 
Te workforce will typically be a mix of permanent staf and workers on diferent types 
of fxed-term contracts. 

Agile teams and work practices 

Agile, high performing teams are part of this new vision of work. An agile team, or squad, 
is a temporary, self-organising group of people from diferent disciplines with diferent 
experiences. Agile teams set up, move and disband fast and are empowered to make their 
own decisions within boundaries. Agile uses many principles of Lean (such as continuous 
improvement) but applies these to the process and overall way of working, rather than 
just to the product. For example, in the popular Agile framework Scrum, product devel-
opment cycles are called sprints. A sprint is a short (typically two-week) period in which 
the team focuses on building a tightly scoped set of deliverables chosen on a rolling basis. 

Phase 1 – Sprint planning. Te team, which includes experts as well as other key 
stakeholders, such as customers, determines what new features are highest priority for 
the next sprint to deliver. 

Phase 2 – Sprint. Each team member works on their part of the delivery, checking in 
regularly – usually daily – to update each other on progress and request help as needed. 

Phase 3 – Retrospective. At the end of the sprint, team members present their pro-
gress and refect on their experience in the sprint. New needs are surfaced, and changes 
are made to roadmap and strategy. 

Tis way of working requires teams with high levels of trust, and an openness to 
experimentation, so team members must establish connections rapidly. Research by 
Deloitte demonstrates that high-performing teams are diverse and inclusive. Such teams 
are more innovative, engaged, and creative in their work since when people feel included, 
they are more likely to speak up and fully contribute. 

Today, as companies increasingly operate as networks of teams, agile organisational 
designs are typically characterised by a small core centre and alliances with suppliers 
and customers. 

Building customer-centricity 

HR can play a key role in supporting agile working and enabling the integration needed 
to optimise the business model. Tyson (1995) described the HR department itself as an 
integrating device since its remit usually operates across organisational boundaries and 
ofen carries responsibility for the internalisation of corporate values. HR can help em-
bed customer-centricity into the organisational culture as a whole, by taking a systemic 
approach: 

• Combining a number of HR practices such as individual training and development 
to communicate the what and why of customer-centric values, and to teach positive 
behaviours and practices such as coaching for performance, providing feedback 
that is real-time, continuous and multidirectional. 

• Building (or acquiring) new capabilities and embedding new cultural norms to 
create a workforce which recognises the importance of the customer and feels both 
capable and empowered to support them and to innovate. 
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• Developing more fexible organisational structures, taking into account new 
approaches to work enabled by the technological advances, such as the rise of 
virtual working, and of ‘non-standard’ work (e.g. fexible working and zero-hour 
contracts), and the idea of devolving decision-making down the organisational 
hierarchy (Deloitte 2017). 

Formal and informal integration mechanisms 

For agility, too much rigidity leads to stagnation; too much fexibility can lead to du-
plication and potentially chaos. Te challenge is to strike the right balance. Tere-
fore the fexible and the informal must co-exist with formal, integration mechanisms. 
Structures, systems, processes, standards and rules are all integrating devices within 
an organisation’s bureaucracy. Matrix structures are formal integration devices, and 
these are increasingly being simplifed to make them less complex and more efective. 
In sectors where there is intense competition, such as the pharmaceutical, the fnancial 
services or the hospitality industries, integration ofen occurs through formal amalga-
mation via mergers and acquisitions. 

One way agility can be increased is by simplifying unnecessary ‘red tape’. GE, a company 
long been admired for the way its approach to strategy, portfolio and talent interconnect 
in a strong HR culture, has been making breakthroughs in this area. Today, in line with an 
increasingly VUCA environment, GE’s broader business strategy shif is towards growth 
through innovation and culturally GE aims to become an agile, customer-centric organ-
isation. To deliver the strategy, employees need to collaborate, make quick and efective 
business decisions, and provide customers with superior products and services. Simpli-
fcation is a key operating principle which means reducing bureaucracy and ‘siloes’, in-
troducing new ways of working, getting close to the customer, producing better, faster 
outcomes for customers and a new performance-development approach. 

CHANGING NATURE OF JOBS 

As AI systems, robotics, and cognitive tools become more sophisticated, organisations 
are redesigning jobs to take advantage of technology’s potential. Tis has implications 
for the skills required from employees. For instance, thanks to automation and robotics 
there is a signifcant decline in requirement for workers to perform physical and manual 
tasks or basic cognitive chores. So what is the role of people as more and more work is 
automated? Could such workers be retrained to add value in new ways? Multiskilling and 
rapid reskilling strategies can help fll temporary skill gaps and aid staf redeployment if 
jobs become obsolete. 

Simultaneously, there is a signifcant rise in demand for higher cerebral skills and 
advanced technological capabilities for knowledge-intensive work. Tere is also a new 
focus on the ‘people aspects’ of work and an increase in customer-facing roles involving 
some form of ‘emotional labour’ – with the requirement for employees to express posi-
tive emotions when interacting with customers. Organisations should focus heavily on 
retraining people to use cognitive tools and rethink work around what Deloitte (2017) 
call ‘essential human skills’. 

In today’s and tomorrow’s organisations, sustainable business performance is going 
to require ever-greater discretionary efort from people. Job design, and the way people 
are managed, must enable knowledge workers and those involved in ‘emotional labour’ 
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to give of their best. And with demographic shifs, growing skills gaps and the need to 
meet the aspirations of the ‘new workforce’, organisations may sufer shortages of the 
key talent they need unless they can ofer potential candidates the careers, learning and 
fexibility they crave. 

Several pieces of research illustrate how organisations beneft from providing peo-
ple with fexibility and increased opportunity to learn from their jobs. Wall and Wood 
(2005) for instance looked at the impact of job design on knowledge and skill acquisition. 
Tey concluded that the organisation of work and the ability of the individuals to man-
age this is a signifcant driver of discretionary performance and is strongly correlated 
with an individual’s ability to learn. Te idea of the connection between work organi-
sation and learning is also explored by Leach et al. (2005). Tey focused on the efect of 
autonomy and teamwork on Knowledge, Skills and Abilities (KSA), concluding that KSA 
mediates the relationship between autonomy and performance and between autonomy 
and job strain. 

Smart work 

So how can frms respond to this constantly evolving landscape, and design roles that 
meet changing business needs and also attract, motivate and retain the best employees? 
Te CIPD and CapGemini (2008) drew on high performance theory and early examples 
of organisational agility to explore how work and organisational design can evolve to 
create a win–win situation for both employers and employees. Tey defned as ‘smart 
work’ the dynamic interplay between organisational elements such as role design, lead-
ership and management, and employee elements such as an individual’s motivation and 
willingness to deploy his or her discretionary efort to the beneft of the organisation and 
its customers. Tis suggests that a job system that will meet both employer and employee 
needs will be characterised by: 

• A higher degree of freedom to act than traditional roles, frequently charac-
terised by self-management, a high degree of autonomy and a philosophy of 
empowerment 

• Management interventions that focus on outcome-based indicators of achieve-
ment (role descriptions, performance management processes, strong processes to 
cascade corporate objectives to individual level) 

• Work location that is (to a greater or lesser degree) fexible (working hours/location) 
• Physical work environment conditions; hot-desking, working from home, mobile 

communications technology (e.g. laptops with ability to remotely connect to net-
work, iphones, online application and portals, teleconference facilities 

Cultural enablers of smart working included: 

• Training leaders at all levels of the company to act as hands-on coaches, not 
‘managers’ 

• Creating systems with lots of transparent information, i.e. what are our goals, who 
is working on what project, who are our experts? 

• Building a focus on continuous learning and learning culture at all levels 
• Encouraging and teaching people to give each other direct feedback 
• Creating programs for peer-to-peer rewards and recognition 
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• Developing programs to foster diversity in teams 
• Creating customer interactions within all groups and functions in the company 
• Implementing ‘systems of engagement’ not just ‘systems of record’, i.e. collabora-

tion, information-sharing, project management (Deloitte 2015) 

Berson et al (2008) found clear links between CEO values, organizational culture and 
frm outcomes. Similarly, according to CIPD/CapGemini research (CIPD 2008), High 
Performance Workplaces tend to manifest the following: 

• igh Trust’ management culture and organisational beliefs – a belief that people will 
generally strive to perform 

• A philosophy of collaboration between employer and employee: participative 
decision-making and open communication 

• A high degree of individual freedom to act, discretion and autonomy in work 
practices 

• Employees managed by outcome 

Importantly a strong, focused mission and values and clear business objectives are needed 
to keep everyone aligned and to create a ‘triple win’ for the organisation, its employees 
and its customers. 

Job ft and job design – what role can HR play? 

Conventional job design has approached the challenge of reconciling employer and em-
ployee needs by considering both required job characteristics and psychological drivers 
of employee performance. Hackman and Oldham (1975) identifed the following ‘core 
job characteristics’ which should be taken into account in job design: 

• Skill variety 
• Task identity 
• Task signifcance: the degree to which the job outcome has a substantial im-

pact on others. Te meaning of ‘task signifcance’ in the context of many roles 
involves – 
• Autonomy: the degree to which the job gives an employee freedom and discre-

tion in scheduling work and determining how it is performed 
• Feedback: the degree to which an employee gets information about the efective-

ness of their eforts – with particular emphasis on feedback directly from the 
work itself rather than from a third party (e.g. manager). 

What is needed for efective job design is a broad role description, with some ‘fuzzy’ 
boundaries to allow for growth, yet not so loose that needless confusion and duplication 
occur. Such roles are more likely to lead to ‘smart work’. Taken together, the core job 
characteristics are said to produce three ‘critical psychological states’: 

• Meaningfulness – the employee perceiving the work as worthwhile or important 
• Responsibility – the belief that the employee is accountable for the outcome of his 

or her eforts 
• Knowledge – of whether or not the outcome of the employee’s work is satisfactory 
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Designing jobs in a way that maximises the probability of all three of these ‘critical states’ 
being present is, in turn, believed to drive four positive outcomes: 

• High internal work motivation 
• High-quality work performance 
• High job satisfaction 
• Low absenteeism and voluntary staf turnover 

Tere is a large volume of literature on the ‘job characteristics’ theory alone, some of it 
disputing the link between employee satisfaction and performance. However, it would 
seem that these factors remain broadly relevant, even though the nature of work is 
changing for many. 

HR can help managers design roles in the light of business drivers, so that there is 
a clear ‘line of sight’ between the business strategy, the deliverables required and the 
end-user or other ‘customer’, regardless of sector. Key performance indicators for each 
role should derive from the business drivers and strategy, making each job role more 
responsive to the changing business environment. Customer focus is key to stimulating 
higher levels of performance, especially when there is a regular feedback loop built in 
such that employees understand their impact on the customer experience. Empower-
ment and accountability should be characteristic criteria for role design, with employees 
given the right levels of freedom and autonomy with respect to decision-making, and 
appropriate training and information to ensure that they can be trusted to deliver to 
the standards required. Information and processes should be synchronised to the line 
of sight so that people receive the data they need to do their job well, rather than being 
bombarded with unnecessary bureaucracy. 

Similarly, HR can help line managers identify the capabilities required to do the job 
and design roles that provide employees with ‘stretch’ yet contain enough ‘slack’ to be 
achievable and not compromise the employee’s ability to achieve work–life balance. Ide-
ally roles should be designed in a way that refects employees’ diferent life stage needs, 
for instance for fexible working. Role design should also take into account the social en-
vironment in which work needs to take place. If the employee works from home, thought 
should be given to how relationships can be maintained, how communication needs can 
be met, as well as the health and safety aspects of the physical environment. 

Line managers should also be encouraged to review workloads to ensure that peo-
ple are not overloaded, especially if workload distribution across a work unit is uneven. 
Performance management should recognise contribution and achievement, not simply 
efort expended. HR should encourage managers to assume that most employees are mo-
tivated to do a good job and to measure performance based on the actual outputs of work 
instead of focusing on the visibility of an individual in the ofce. 

When Ulster Bank attempted to introduce a cultural shif towards more fexible work-
ing it initially hit resistance with its nine fexible work options under-utilised. HR set up 
Project Choice and carried out a survey to fnd out why. While 80% of staf wanted to 
work more fexibly, 60% said that the bank’s culture did not go far enough to support this 
in practice. Regular listening groups were set up to explore the issues and identify possi-
ble solutions. It seemed that line managers were the main obstacle since many considered 
fexible working should be the exception rather than the rule. Senior leaders however 
were convinced by the staf feedback that fexible working would have a positive impact 
on recruitment and retention, efciency, engagement and well-being, so leaders were 



      

 
 
 
 
 
 
 

 

 

 

 

 

 

 

 

 

 

 

MANAGING AND REWARDING FOR HIGH PERFORMANCE • 231 

driven to break down the cultural barriers holding the business back. Te Choice team 
set up e-learning modules on what fexible working looks like and how to manage more 
remotely. Te positive benefts of employee voice and fexible working are now coming 
through (People Management, May 2016). 

Job sculpting 

‘Job sculpting’ is an approach that combines individual employee and organisational needs 
into roles (Butler and Waldroop 1999). Te basic idea is that if a job allows an individual 
to pursue their deeply embedded life interests, i.e. long-held, emotionally driven passions, 
they are more likely to be happy, experience job and career satisfaction, and stay with the 
organisation. Job sculpting is the art of matching people to jobs that allow their deeply 
held life interests to be expressed. Tis can be challenging because many employees are 
only dimly aware of their own deeper motivations and also because the approach requires 
a degree of psychological insight from both a person’s line manager and HR. 

Job sculpting begins when managers identify individual employees’ deeply embedded 
life interests, ideally by bringing the process directly into the performance review pro-
cess. Butler and Waldroop found eight deeply embedded typical life interests for people 
drawn to business careers which they call the ‘Big 8’: 

1 Application of technology – some people are intrigued by the inner working of 
things and are curious to fnd better ways to use technology to solve business 
problems. 

2 Quantitative analysis – some people excel at numbers and see mathematical work 
as the only way to fgure out business solutions. 

3 Teory development and conceptual thinking – some people enjoy thinking and 
talking about abstract ideas and may be more interested in the ‘why’ of strategy 
than the ‘how’. 

4 Creative production – some people thrive on newness and are most engaged when 
they are inventing something original – be it product, service or process. 

5 Counselling and mentoring – some people enjoy guiding peers, subordinates and 
even clients to better performance, and many may be drawn to community service. 

6 Managing people and relationships – some people enjoy dealing with people on a 
day-to-day basis and derive satisfaction from workplace relationships and focus on 
outcomes. 

7 Enterprise control – some people love running things and feel happiest when they 
have the ultimate decision-making authority. 

8 Infuence through language and ideas – some people love expressing ideas for the 
enjoyment that comes from story-telling, negotiating or persuading. 

Te techniques of job sculpting are as follows: 

• Both employees and managers should prepare their thoughts in advance of the 
conversation. Employees might be asked to write up a couple of paragraphs about 
their personal views of career satisfaction, what kind of work they love, favourite 
activities on the job etc. Tese will form a starting point for the conversation. 

• Managers listen carefully when employees describe what they like and dislike about 
their jobs and ask probing questions to ensure mutual understanding. 
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• Te next work assignments are customised accordingly to begin the process of 
moving the individual to a role that is more satisfying. 

Job sculpting may require initially more sacrifce on the part of the employer, and some 
parts of the employee’s role which have been lef behind may need back-flling, which 
may be a challenge if stafng levels are tight. Nevertheless, in a knowledge economy, 
talented people tend to stay in jobs they are enjoying and are fundamentally interested 
in, and even in challenging economic times, that is a prize worth going for. 

Reinventing jobs 

However, is even the notion of a ‘job’ out of date? Te pace of change is so fast that job 
descriptions, which create tight boundaries, and where responsibilities can fall between 
the gaps are not current for more than a few months. In earlier work on this theme, 
Boudreau and Ramstad (1997) cited Disney as one organisation that had understood the 
need to look past traditional static job descriptions to think intelligently about which 
roles were pivotal to delivering business strategy: 

We suspect that … some minority of jobs (perhaps 20%) will require signifcant 
changes in the traditional job system to capture and exploit their pivotalness … 
one implication of efectiveness is that the organization must become more adept at 
identifying how to conceive and manage these new roles, which will be constantly 
changing and not easily captured in traditional job descriptions … a maturing talent 
decision science will undoubtedly mean more pressure for fexibility in traditional 
job descriptions. 

More recently, Jesuthasan and Boudreau (2021) have found that most organisational 
work systems still remain built upon work as a ‘job’ and workers as ‘jobholders’, despite 
long-standing systems (such as O*Net) that can help combine job elements. Such think-
ing, they argue, prevents organisations from adequately responding to challenges such 
as digitalisation, work automation, alternative work arrangements, global economic and 
social equity, and the future of education and learning. 

As technological change gathers speed, almost every job is being reinvented, creating 
what Deloitte (2017) call the ‘augmented workforce’. Schwartz et al. (2017) suggest that 
one of the new rules for the digital age is to expand our vision of the workforce; think 
about jobs in the context of tasks that can be automated (or outsourced) and the new 
role of human skills; and focus even more heavily on the customer experience, employee 
experience and employment value proposition for people. Tey recommend using design 
thinking and the development of journey maps that outline and document the actual 
work taking place, and the tools, people and information involved in a job. 

As organisations reconsider how they design jobs, organise work, and plan for future 
growth, the question of how each job will change, adapt or disappear has become both 
a design and a moral decision. What aspects of work do you replace with automated 
machines? Do you want to ‘augment’ workers with machines that make work easier and 
more scalable? What will be the impact of AI and robotics on the customer experience, 
service quality, and brand? How can humans beneft from robots? Will the ‘human-
centric’ aspects of work be centre-stage? Tis kind of analysis helps designers understand 
where tasks can be outsourced and human empathy and skills optimised. 



      

 

 

MANAGING AND REWARDING FOR HIGH PERFORMANCE • 233 

Looking ahead, various studies predict that jobs as we have known them will dis-
appear or be deconstructed into more granular units such as tasks. For example, 79% 
of executives surveyed by Accenture Technology (2019) agreed the future of work will 
be based more on specifc projects than roles. So as the ‘one job, one worker’ approach 
gives way to more fuid and task-based ways of approaching work, the term ‘employee’ 
will encompass a broad spectrum spanning internal to external, human to machine, 
and short-term gigs to full-time work. Te 2018 Willis Towers Watson ‘Future of Work 
Survey’ refects this shif and reveals that, while organisations expect to reduce the per-
centage of full-time employees (FTEs), they also anticipate using more non-FTE talent. 
Tese shifs from ‘jobs to work’ in their company operations have been accelerated by 
responses to the COVID-19 pandemic, which has underlined the critical importance of 
enabling agility and fexibility. 

Jesuthasan and Boudreau (2021) propose that organisations must understand and an-
ticipate how automation might replace, augment, or reinvent human work and develop a 
new operating system built on deconstructed jobs and organisational agility. Tis would 
assimilate new knowledge fows into the working environment, facilitated by the free 
fow of information and feedback that are the hallmarks of an agile organisation. As 
work is deconstructed, new options must be found for sourcing, rewarding, and engaging 
workers. Such a system must enable leaders to increasingly — and continually — identify 
and deploy workers based on their skills and capabilities, not their job descriptions. New 
questions arise about how human well-being is afected when meaningful jobs disap-
pear; conversely, how humans can thrive when demeaning and dangerous jobs are taken 
over by robots. 

Matching skill supply with work demand 

New approaches to work, enabled by the technological advances, are transcending 
the traditional axes of location and time, such as the rise of virtual working, and of 
‘non-standard’ work (e.g. fexible working and zero-hour contracts). During coronavi-
rus lockdowns, for many people, work is now located in their personal spaces — their 
homes – and there is now fexibility around time — the periods when people are actively 
engaged in work. 

How can HR creatively enable dynamic teams to connect in real time? Gratton (2020) 
argues that to ensure that a hybrid work arrangement works, leaders must understand 
the upsides and downsides of the axes of hybrid work — where and when people work — 
and align them so that they feed the energy, focus, coordination and cooperation re-
quired to be productive. Tis means building a context of place and time that accentuates 
rather than depletes productivity and considering key elements of productivity that are 
particularly sensitive to these features, such as energy, the need for coordination and 
cooperation with others. When the contexts of place and time create barriers to cooper-
ation, productivity can sufer. 

With respect to time various aspects are in play: chronological time (based on a specifc 
schedule, such as nine to fve); synchronous vs. asynchronous time (the extent to which 
colleagues’ schedules coincide); and control of time (the degree of autonomy that can 
be exercised about work hours). Choices about place and time present trade-ofs. When 
some people are in the ofce and others are not, there is a risk of a two-tier workforce 
developing. Working from home can boost energy but may also reduce cooperation. 
Challenges may arise around communication, inclusion, engagement and collaboration. 
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In designing new ways of working, Gratton argues, be prepared for the downsides of 
each model. 

Within organisations that are embracing a more fexible future, HR teams have a 
critical role to play. Every aspect of the employee lifecycle is challenged by hybrid: in-
duction, learning and development, reward and recognition, performance management, 
well-being, employee engagement, recruitment, communication and voice. Successful 
implementation of hybrid working will require planning, training, the right technology 
and communication practices – and the deliberate creation of a supportive culture, lived 
and breathed by senior managers. 

PERFORMANCE MANAGEMENT 

Talent management has clear links with performance management. For Jim Collins 
author of From Good to Great (2001), the secret of high performance is getting the 
‘right people on the bus’. Te best companies to work for have a great culture (O'Mal-
ley, 2019). So afer recruitment, the question is how to manage talent and ensure that 
talented individuals stay with the organisation? Managing performance is perhaps the 
key responsibility of line managers who must ensure that employees are appropriately 
focused into roles and developed. 

Te four key outcomes of performance management are: 

• A common understanding of the organisation’s goals 
• Shared expectations of how individuals can contribute 
• Employees with the skill and ability to meet expectations 
• Individuals who are fully committed to the aims of the organisation. 

To achieve these outcomes, a partnership between line and HR is crucial. 

Refective activity 

• What are the main features of a Performance Management system? 
• How can HR ensure that such systems fulfl strategically useful outcomes? 

Designing efective appraisal and development processes 

Arguably the top-down cascading annual appraisal process designed and managed by 
HR has had its day. Traditional performance appraisals are based on the assumption that 
people give their best performance as a result of competition. Tey are an annual event 
consisting of a backward-looking conversation between manager and employee com-
paring achievement against objectives. Tey involve form flling, comparative ratings 
and forced ranking; and tight links to reward and bonuses that discourage people from 
being honest about areas where they are struggling. In many organisations, appraisal 
is viewed as an administrative chore, and the link between personal development and 
performance is weak, so many employees fail to take personal development seriously. 

SHRM (2018) argue that the control orientation approach, in which the organisation 
decides the goals, targets, objectives and rewards for the employees to achieve, are based 
on faulty assumptions about human behaviour and motivation, such as the belief that 
candid performance ratings will motivate employees to improve their performance. 
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Appraisals, and ratings in particular, are thought to demotivate employees since they 
trigger a neurological ‘fght or fight’ response in employees that can stife engagement, 
learning and creativity (Mercer 2015) and leave employees feeling insecure as they be-
lieve that they are being constantly monitored. 

A neuroscience-based framework called the SCARF model (Rock 2008) suggests that 
fve organisational factors have an immense, but ofen unnoticed, efect on negative 
human reactions. Tese factors are: 

– Status – Am I considered better or worse than others? 
– Certainty – Am I certain my hard work will get me a better rating? 
– Autonomy – Do I have any control over what will happen? 
– Relatedness – How do I make myself look better than others? 
– Fairness – Am I being treated fairly? 

When an organisation’s perceived level of any SCARF factors is low, people feel threat-
ened and perturbed, which impairs their productivity and willingness to show commit-
ment. Performance reviews arguably perturb feelings in all fve ways. 

Various studies confrm that a growing number of organisations are looking at alter-
native approaches to performance management because traditional approaches are no 
longer seen as efective in achieving the outcomes described above. For example, 95% 
of managers were dissatisfed with their performance management systems (CEB); 48% 
were evaluating or planning to review their performance management (Mercer Snapshot 
Survey 2015); 48% reported the performance management system needs further work 
to be efective (Mercer 2013); just 3% reported the performance management system 
delivered exceptional value (Mercer 2013). 

Te emerging practices in new performance management systems are based on a 
philosophy of coaching and supporting people to give of their best. Tey are typifed by 
more frequent, forward-looking and development-focused feedback, with adjustments to, 
or elimination of traditional ratings. Microsof had previously used a stack-ranking sys-
tem to rank employees directly against their peers. Te company found that this practice 
resulted in unhealthy competition; so to drive greater collaboration, they moved to a sys-
tem of ongoing feedback (in Warren 2013). Another pioneer of new approaches, Deloitte, 
decided to get better value from the process having concluded that their review-time 
added up to 2 million hours per year: ‘We wondered if we could somehow shif our in-
vestment of time from talking to ourselves about ratings to talking to our people about 
their performance and careers’ (in Buckingham and Goodall 2015). 

Goal setting 

It is still important to agree performance expectations. SMART goals (specifc, meas-
urable, achievable, relevant and time-bound) are about both results and behaviours, 
with competencies defning desired behaviours by level. Expectations at individual level 
should be aligned with the overall organisation’s strategic goals and vision through an 
appropriate goal cascade. In Agile, alignment to organisational goals is achieving by 
linking up instead of cascading down. 

Goals should have shorter rather than longer timelines; it is difcult for long-term 
goals to be specifc enough. Team-centric goals should be aligned but also localised. In 
agile settings, fexible goal setting (ofen called Real-Time Performance Measurement and 
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Feedback) allows for goal format and timing to be tailored to the work and arises from 
ongoing feedback conversations. ‘Objectives and Key Results’ (OKRs) is a collaborative 
goal-setting tool used by agile teams and individuals to set challenging, ambitious goals 
with measurable results. Measures should be part of the goal as indicators of quality, 
quantity and/or timeliness. 

To make goal setting a collaborative process, employees and managers should discuss 
why goals are important, how they relate to higher-level organisational priorities and how 
they connect to the employee’s interests and personal values. Goals work best when they 
are personally meaningful to the individual, regardless of whether they are set by the em-
ployee or manager (SHRM 2018). Goals should be limited to three to fve so that each goal 
receives attention and focus and also moderately challenging so accomplishing the goal 
should take efort but not feel impossible. Employees should believe that it is within their 
power to achieve the goal and that their eforts, not external factors, will determine success 
or failure, so managers must ensure employees have the knowledge, tools and resources 
necessary to meet their goals. When goals are aspirational, yet attainable, and employees 
know specifcally what they will be held accountable for, they are more likely to succeed. 

Measuring and evaluating performance 

Te old management dictum ‘if you can’t measure it, you can’t manage it’ is starting to be 
turned on its head. While measures undoubtedly send strong symbolic messages about 
what is valued, the question of what is being measured and therefore considered impor-
tant is increasingly being called into question. Success criteria should be those that make 
a (positive) diference to the organisation. Targets need to be set for the deliverables that 
are required as well as for how the deliverables are to be achieved. 

Balance is needed. If measures are set around ‘sof’ targets such as behaviours, these 
need to be taken seriously or employees will soon understand that only performance 
with direct impact on the bottom-line counts. Many organizations use 360-degree 
feedback processes as part of performance management, culture change initiatives and 
senior management development. While some organisations claim that the feedback 
is incorporated into decisions about pay, more ofen pay relates entirely to bottom line 
performance with the achievement of other ‘sof’ behavioural targets ignored. Dorsey 
and Mueller-Hanson (2018) advocate an evidence-based approach in order to avoid 
neglecting important contributions. 

Towards a coaching model 

Companies such as Motorola, Medtronic, Spotify, Netfix, Deloitte, Accenture and 
Adobe have now adopted such approaches, using regular check-ins rather than the an-
nual review. Te new approaches may not work everywhere so it is helpful to take an 
iterative approach to change, piloting new processes with small groups and making im-
provements based on lessons learned. A ‘half-way house’ between traditional and new 
approaches involves retaining ratings but putting the emphasis on streamlining admin-
istrative requirements and eliminating unnecessary documentation. So rather than re-
quiring extensive narrative documentation to justify ratings, instead provide checklists 
and other simple tools to make documentation easier for every employee. 

One ‘half-way house’ approach is the competency-based performance management 
system at Bayer Pharma’s R & D division. Te competencies on which the scheme is 
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based were derived from the overall company vision and the strategy for R & D. Te 
performance management scheme is very future-oriented, rather than being simply a 
review of past performance. Te R & D system puts individuals in control of their own 
performance and development since the individual is expected to take the lead when 
meeting with their boss to review performance. Te Annual Performance Review as-
sesses performance against last year’s objectives and a competency assessment identifes 
areas of development which may have had an impact on performance. Te individual 
prepares examples of work to refer to and is responsible for documenting the discussion. 
Te manager acts as facilitator. Several weeks later a Development Review assesses possi-
ble development priorities from the organisation’s perspective. Te individual identifes 
their own personal development priorities in the light of their aspirations and a detailed 
development plan addresses both sets of needs. 

A fnancial services organisation, on the way to developing a coaching culture, 
translated its strategic imperative to achieve loyal and satisfed customers into key per-
formance indicators in which all business units and managers are expected to deliver 
results. Tese include leadership, management of process quality, operational results and 
customer focus and satisfaction. Each of these is supported by behavioural dimensions, 
together with resources to help people develop efectiveness in these results areas. Te 
HR team created a list of ways of developing these behaviours, based on the work of the 
Center for Creative Leadership. Tey include suggestions such as: 

• Take part in a task force on a pressing business problem 
• Plan an of-site meeting, conference, convention 
• Integrate systems across units 
• Business trip to a foreign country 

Appraisal discussions take place annually, while objective-setting and development 
planning are separate processes which are carried out more frequently. 

Adobe was an early adopter of a coaching-based approach in 2011 when Adobe’s HR 
team crowdsourced internal feedback and scrapped their rating system afer consistent 
engagement survey results identifed it as an area in need of change. Employees wanted 
more regular feedback – not just once a year. Members of the senior team were asked to 
set an example by engaging in regular feedback and holding managers accountable for 
engaging in feedback with their employees. 

Instead of flling out endless forms, employees and managers engage in regular 
‘Check-in’ discussions to set expectations and commit to them in writing – using a sheet 
of paper, cloud-based document, or any other tool with which they were comfortable. 
‘Check-ins’ are about goals, careers and development. Targeted sessions equipped man-
agers and employees for the new Check-in approach. Managers for instance explored 
how to set expectations more efectively and provide more impactful feedback, shifing 
from being critical judges to helpful coaches (Mercer 2016). 

To be successful in the coaching model, managers need to establish trust, believe 
in employees’ growth potential, create a fexible, humane work climate where there is 
investment in people and stay committed to the process over time in order to create a sus-
tained culture of high performance. For the process to be motivating for those involved, 
managers and employees need a relationship in which discussing performance is not 
seen as a burden or a threat. To ensure managers make time to appraise people’s per-
formance well, team supervisors should receive basic training on providing a minimum 
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of continuous feedback that is honest, specifc, strengths-oriented and focused on be-
haviours rather than on personal characteristics. Feedback is best delivered in a timely 
manner and as part of a two-way dialogue. It comes from a credible source who knows 
the recipient’s work and can provide useful insights to help the individual improve and 
identify strengths. 

To broaden the dialogue beyond manager and employee and gain a more holistic view 
into areas of progress and/or development, some companies crowdsource feedback, with 
HR adding value by automating feedback collection, or making performance reviews 
portable via block chain. Employees and managers can identify people to provide feedback 
from all directions (e.g. peers, managers, direct reports) and employees can self-select to 
provide feedback to a colleague (anonymously, privately or publicly). Tis is especially 
appropriate with project-based teams, where management changes from project to pro-
ject. To encourage more teamwork, some companies utilise a social approach to gathering 
feedback via online and/or mobile platforms. Te continual integration of peer-sourced 
feedback can allow for more frequent recognition and rewards, leading to increased mo-
rale and retention. It is also applicable for all levels of the workforce (i.e. does not need to 
be reserved for higher-level employees) so can result in increased personal accountability 
and broader distribution of performance management ownership (Mercer 2015). 

In the case of a total system redesign, a clear statement of purpose and guiding 
principles (starting with the end in mind) are needed that can be used to evaluate pro-
posed interventions or processes. In the agile world, rather than designing a system in 
its entirety, components of the system are launched as early as possible, and through 
ongoing testing, evaluation and customer feedback the ofering is shaped and reshaped. 
So a performance management system rollout should include the bare minimum of rules 
and processes needed to achieve the desired result, with training plans reshaped as user 
expectations and needs change. Only new rules or processes that have a demonstrable 
positive return on investment should be added. 

Whichever approach is adopted, by designing user-friendly performance develop-
ment approaches which focus both on the current position and are also future focused, 
HR gives employees a strong message about the value they bring to the organisation and 
prepares them for changing work demands. 

I am very grateful to Janice Semper, GE Culture Leader and Crotonville Executive 
Learning Leader for the following case study. 

Case: performance development (PD) in GE 

GE aims to be an agile organisation and uses its FastWorks platform for creating prod-
ucts and bringing them to market. Tis is a successor in many ways to Six Sigma and 
borrows from agile techniques to a large extent. GE’s cultural focus on simplifcation 
is helping employees to focus as well as helping the company to operate faster, compete 
more vigorously, reduce costs and improve quality (Semper 2017). At the heart of the 
cultural shif are GE’s Beliefs which were articulated through a crowdsourcing process 
and refect the nature of the changes taking place within this huge company. Tese are 
expressed in fve simple statements focused on reducing complexity, delivering fast, bet-
ter solutions to customers: 

• Customers determine our success 
• Stay lean to go fast 
• Learn and adapt to win 
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• Empower and inspire each other 
• Deliver results in an uncertain world 

Essentially, the GE Beliefs help leaders and employees operationalise the strategy since 
they bring simplifcation to life. When everything is changing all round, these act as 
a central reference point (the ‘North Star’), and hub for new behaviours and mindsets 
while other aspects of the company’s ecosystem – all the things that infuence culture – 
are gradually rewired for agility. Tey play a large role in leadership development and are 
also used to change how GE recruits, manages and leads, and how its people are evalu-
ated, developed and rewarded. 

Te philosophy of continuous improvement is refected in the new approach to perfor-
mance management. While the performance review process for which GE has long been 
well known (ofen referred to as ‘rank and yank’) worked well for GE in times gone by, 
by 2015 it was no longer deemed to deliver for the business in the twenty-frst century, or 
for GE’s younger workforce who wanted more real-time feedback. Tere was real insti-
tutional will from the top to see through a new approach which embeds the philosophy 
of continuous improvement and depends on continuous dialogue and shared account-
ability. Te performance review process was redesigned to support FastWorks and help 
people to live the GE Beliefs. 

In true agile manner, GE launched a two-year pilot in 2015, with about 87,000 em-
ployees in diferent groups, of diferent sizes and industries. Te HR group was one of the 
frst to adopt it, including the experiment with no numerical ratings. Today, rather than 
targeting annual goals, managers emphasise shorter-term ‘priorities’. Te emphasis is on 
agility, continuous discussions and customer outcomes, on helping employees continu-
ously adapt and channel their eforts to the most important customer needs. 

Essentially, the approach depends on continuous dialogue and shared accountabil-
ity. Te goal is to promote frequent, informal and meaningful conversations (GE calls 
them ‘touchpoints’) between managers, individuals and teams about performance and 
development where priorities based on customer needs are set or updated. Touchpoints 
allow managers and employees to discuss progress toward those priorities and note what 
was discussed, committed to, and resolved. Two basic questions are revisited: What am I 
doing that I should keep doing? and What am I doing that I should change? Te focus is 
on continuous improvement and on building the workforce the organisation needs to be 
competitive both today and in the future. 

Of course, few managers fnd the process of giving constructive, critical feedback easy, 
and done badly, such feedback can damage both employee morale and relationships. To 
socialise in a more efective approach to giving and receiving feedback so that it becomes 
more acceptable, useful and actionable by the recipient, the language of feedback has 
been more intentionally connected to continuous improvement. For instance, rather than 
talking of ‘strengths and weaknesses’ which can follow an individual long past the point 
of applicability, managers are encouraged to use more ‘free form’ constructive feedback. 
Te focus is on contributions and impact within the context of current priorities; the 
behaviours employees may want to ‘continue’ doing and forward-looking actions, as well 
as on changes they may want to ‘consider’ making and for which they may require coach-
ing. With this new positive vocabulary, the emphasis is on development and coaching. 

Since GE aims to work more horizontally, peers too are encouraged to give each other 
feedback on an ongoing basis, especially those working in self-directed teams. Employ-
ees can give or request feedback at any point through a feature called ‘insights’, which 
is not limited to their immediate manager, or even their division, but can come from 
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anyone in an employee’s network. Te focus is on contributions and impact within the 
context of current priorities. 

To support the new approach, a smartphone app, called ‘PD@GE’ for ‘performance 
development at GE’, developed internally, accepts voice and text inputs, attached docu-
ments, even handwritten notes. Te app can provide summaries on command, through 
typed notes, photographs of a notepad or even voice recordings. Te immediacy of the 
feedback makes it relevant and potentially actionable. 

Rethinking the role of the manager 

Managers still have an annual year-end summary conversation with employees where 
they look back at the year and set goals, but these are more meaningful and future-
focused – and less over-loaded with expectations than the formal review the company is 
replacing because they are simply part of an ongoing dialogue. Tanks to the new per-
formance development approach, the manager and employee can now draw upon a much 
richer set of data regarding an employee’s unique contributions and impact throughout 
the year. A summary document, which both parties fnalize and submit together, refects 
on the impact achieved and provides a look ahead. 

Te learning and development (L&D) contribution 

Of course, the new performance development approach makes it incumbent on manag-
ers to act as coach to their team members. Consequently, one of the change work streams 
explored how to upskill and build coaching competency within the population 38,000 
people leaders, many of whom have long-service histories within GE. 

GE recognises that some managers may fnd shifing to a more coaching and empow-
ering style of management difcult. Some people leaders will have to unlearn certain 
behaviours so that they can become coaches who can efectively engage in dialogue with 
their teams. A global training programme, piloted in 2017, was rolled out to all 38,000 
people managers in GE. Tis training is deliberately geared towards reinforcing the be-
havioural shifs refected in the new Personal Development (PD) approach. Tis helps 
managers develop new skills needed to have dialogues with team members, set a vision 
for the team and go forward together; run empowering team meetings and one-to-one 
sessions; coach people and help teams take accountability for their work; and also know 
how to report up to their own managers; and break some old habits. 

Of course, not all managers will be able to make the shif from managing task to 
becoming an empowering leader. Te intention is to help such managers move to roles 
where they can become instead great individual contributors. With the fuidity possible 
in GE, there are many opportunities for talented people to fnd their niche, work on 
things they feel passionate about and thrive in the right roles. Te new approach at GE 
encourages fexibility and agility. It’s about building a culture of a better tomorrow, in 
keeping with the legacy of continuous improvement. 

Helping managers deal with poor performance 

In some organisations, poor performance is handled by simply passing on the under-
performer to another department. Sometimes, managers fnd difculty in confronting 
aspects of poor performance because they lack confdence in their ability to handle the 
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confict which might arise. Similarly, some managers fnd it hard to delegate, and others 
are so thinly stretched that there is no one to whom they can delegate. Some managers 
are managing teams of contractors rather than full-time or permanent employees. HR 
needs to be able to support managers in understanding how they can achieve high stand-
ards with slim resources. Tey can help establish networks of peer coaches amongst line 
managers, coach managers directly and provide ‘rehearsal’ opportunities for difcult 
conversations, help managers think through the options available to them, as well as 
advise on disciplinary procedure as appropriate. 

Refective activity 

In your organisation, how efectively is individual and team performance managed?? 

• Are business goals and individual objectives aligned? 
• How honest is communication about performance? 
• How are poor performers dealt with? 

REWARD 

When companies must compete for talent and expertise, rewards play an important role 
in both the recruitment of new talent and retention of long serving employees who have 
difcult-to-source tacit knowledge in their feld of expertise. Unless reward is taken into 
account, increasing investment in talent management does little to retain key individuals. 

Te need to revise reward strategies 

In times gone by, when organisations had relatively stable hierarchical structures, jobs 
were defned and allocated according to a clear set of job grades, each of which had a 
salary range. Job evaluation was used to decide how much each job was worth in terms 
of its contribution to the organisation. Te majority of staf would be on a fxed pay ar-
rangement and pay was usually linked with seniority and subject to almost automatic 
increases regardless of performance. Of course, this made managing the salary pot 
relatively straightforward. 

However, as organisations’ needs changed, a system that reinforced the status quo 
was increasingly out of step with the need for greater and more fexible performance 
outputs from employees. In attempting to move towards a performance culture, many 
organisations introduced performance-related pay schemes which are intended to refect 
performance in the job more than the job grade itself. Yet a large proportion of UK com-
panies have still not developed reward schemes that link pay and benefts to a team’s per-
formance or their contribution to corporate values. Instead, paying market rates remains 
the preferred model for many organisations alongside schemes that recognise individual 
short-term performance but not long-term development. 

In these changing times, reward schemes quickly become sources of employee discon-
tent. In organisations that have delayered signifcantly, traditional job evaluation-based 
pay structures seem outdated and inappropriate. Reward systems should help people feel 
a real sense of progression, or at least not demotivate employees when promotion oppor-
tunities are fewer. Yet with fatter structures, the reduced number of management levels 
usually means that people’s job responsibilities have grown way beyond the original job 
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description. Instead of vertical promotion, organisations actively promote the idea of lat-
eral careers. However, fxed grading schemes ofen deter people from making ‘sideways’ 
moves since they may actually lose pay in the bargain. 

While many HR professionals are keenly aware of the need to reshape reward 
strategies, according to Jefrey Pfefer (1998), ‘Te successful investment in new reward 
practices involves a great deal of efort, commitment and expertise. And it is probably the 
most difcult task facing HR managers’. Pfefer suggests that there is no such thing as a 
perfect pay system, but that good systems are about customisation and tailoring, rather 
than of-the-shelf solutions. 

Broadly speaking, any reward system should reinforce the behaviours needed to drive 
skilled performance and organisational success in the short and medium term. Rewards 
can motivate employees to grow and develop their potential, thereby increasing the qual-
ity of eforts contributed towards the company. Reward systems are integral to aligning 
the eforts of the employees with the culture, objectives and philosophies of the com-
pany. Feeling fairly rewarded allows employees to identify themselves with the company 
and strengthens their loyalty and commitment towards the company and its objectives 
(Sheppard and Sherman 1998). 

Line of sight 

Aspirational corporate values statements tend to have little impact on employee behav-
iour without reinforcement. What is really valued in an organisation is most evident in 
management behaviour and HR practices, especially reward systems. Of course, there 
should be a direct line of sight for employees between the organisation’s goals and strat-
egy, the individual’s role, how well they perform in their role and reward. Reward is 
perhaps the HR practice that most clearly represents this line of sight to employees, both 
symbolically and practically, teaching what is really required of them and how much 
they are valued. 

In developing reward strategies that respond to business drivers some basic questions 
need to be answered. What, for instance, are the critical roles, tasks, skills which should 
be rewarded? What are the new working practices that the organisation wishes to en-
courage? Will teamworking be more critical to achieving business goals than individual 
performance? Is having one system the only way of thinking about a revised system? 

For example, if the business is following an innovation-led strategy, the thrust of 
reward policy should be a mix of individual and collective rewards; the use of ‘sof’ 
performance measures, periodically monitored; emphasis on medium-term perfor-
mance; use of learning and personal growth as ‘sof’ rewards’; broad-banded and fexible 
pay structure. For a cost-reduction strategy the reward thrust should be on individual 
rewards; short-term performance; with a high proportion of earnings at risk and use of 
‘hard’ measures, frequently monitored. (Source: Professor Stephen Bevan, Institute for 
Employment Studies). 

Te symbolic power of reward systems 

Reward schemes are a powerful symbolic means of teaching employees what is actually 
valued in the organisation, as well as what is not. Typically, this is achieved by incentivis-
ing particular types of performance, such as increased sales, or by penalising employees 
deemed to be underperforming. Rewards therefore have a greater impact on employee 
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attitudes and behaviour than corporate rhetoric or values statements which encourage 
teamworking, for example. So if the organisation encourages teamwork but continues to 
award signifcant bonuses for individual achievement alone, teamwork is less likely to be 
taken seriously. 

Te fnancial package and various benefts increasingly act as ‘lure’ factors to attract 
new recruits or ‘golden handcufs’ for existing employees. Equity participation can be 
helpful in this respect, with various forms of gainsharing and broad-based stock plans 
being formulated to increase employees’ sense of ownership of what they do. While this 
works fne when the value of shares is increasing, the depressing efect of a drop in share 
prices reduces the retention value of such schemes, especially as they are ofen matched 
or exceeded by other companies’ ofers. Sometimes too the value of even highly expen-
sive benefts is not recognised by employees if they compare packages on the basis of 
salary alone. 

In theory, reward schemes should be motivating, ofering appropriate incentives for, 
and recognition of, desired performance. Whether schemes that focus exclusively on the 
fnancial aspects of reward achieve this aim is debatable. While money is ofen thought 
to be a motivator, and it certainly appears to be for some people, at least at some stages of 
their career, Herzberg’s (1966) well-known motivation theory suggests that money is just 
as likely to demotivate. Take the example of someone who is told by their manager that 
they are going to get a 10% pay rise in recognition of superb performance. Te employee 
will no doubt be very pleased unless he or she fnds that other members of the team are 
going to get a 15% pay rise. Tis is where the principle of equity – or at least what feels 
fair – becomes paramount to employees. Similarly, once the employee has grown used to 
a level of pay, no matter how large the initial rise, money in itself ceases to be motivating, 
according to Herzberg. Losing money, on the other hand, continues to be universally 
demotivating. 

Many people’s jobs have been efectively downgraded thanks to automation, as 
have their pay and benefts. Many fnal salary pension schemes have been replaced by 
salary-based schemes, money purchase schemes. However, some employers diferentiate 
themselves by maintaining their commitment to fnal salary pensions. At the Royal Bank 
of Scotland (RBS), for example, benefts include fexible working hours, a fnal salary 
pension, share options and proft-related pay. 

Te ‘running sore’ efect of such organisational decisions can cause people to see 
themselves as victims. Almost inevitably, loyalty to the organisation sufers as a result. 
Changing reward arrangements therefore is likely to be as much a source of concern for 
the organisation as it is for employees. 

Reward and employee segmentation 

Reward schemes should meet the organisation’s needs both for managing its pay bill 
and ensuring that it is getting good performance from its employees. Tey must also be 
designed to meet employees’ needs to be appropriately recompensed for their eforts. 
Te dynamic link between performance and reward has been much debated and if em-
ployees are to feel fairly treated, pay needs to be competitive, and benefts should refect 
what matters to diferent segments of the employee population (Heneman 2002). Tere 
should be incentives for higher performance, and the opportunity for share ownership. 
Recognition awards are also important in ensuring that employees feel their work is be-
ing noticed and valued. 
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When it comes to designing reward systems from the employee perspective, it is clear 
that ‘one size’ does not ‘ft all’. Employee segmentation is useful in understanding the 
relative importance of certain employee segments, as defned by the nature and criti-
cality of their work to the organisation’s success and the relative scarcity of their skills. 
Tose key employees should also be defned by their needs, life cycle stages, aspirations 
and expectations. Reward and other HR processes should then be designed to meet the 
needs as far as possible of key segments of the workforce, without unduly disfavouring 
others. 

Reward options and processes 

Since it is recognised that both employee inputs and outputs are diferent from in the 
past, rewards must adapt to meet both employee and business needs. 

Broad banding 

To make job enrichment and lateral moves easier many organisations use broad banding, 
where a small number of wide salary bands encompasses many varied roles. However, 
the process of introducing broad bands can be difcult. Increasingly, ‘job families’, or 
‘professional communities’, are being added to broad bands to ensure market ft and rel-
evance to employees. Tese approaches allow diferent professional and business groups 
to be rewarded diferently according to market conditions. 

For the job family system to work, the required capabilities are established and 
combined into roles. Te key performance measures are then directly cascaded from 
the measures of business performance. Te focus is on ‘total pay’, which includes both 
benefts and pay as well as taking into account employees’ perception of the package. 
Te notion of individual value and capability is crucial, with increased value refected in 
earnings. 

Competence-based pay 

Some organisations are experimenting with competence-based pay (CBP), also known as 
knowledge- or skills-based pay that refects the need to acquire new skills and knowledge 
so as to enable organisations to meet the new market challenges. CBP works on the basis 
of rewarding the skills an individual possesses, acquires and actually uses. Typically, 
completion of a training unit relating to a particular competency or skills unit results in 
a pay increase. Te downside of such schemes is that they can be very complex. Te em-
phasis on individual competence can be at odds with sought-afer cross-organisational 
business goals such as teamworking and quality. 

Equal pay 

Pay is an ongoing source of inequality. Since 2017, UK employers who have a headcount 
of 250 or more must comply with regulations on gender pay gap reporting. In 2020, the 
gender pay gap among all employees was 15.5%. Ethnicity pay gap reporting is not yet a 
legal requirement. PwC’s 2021 voluntary disclosure of ethnicity pay gap statistics shows 
that their black staf are paid an average of 40.9% less than their white colleagues. PwC 
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also published targets to increase the number of women and people from ethnic minori-
ties in senior roles by 2025. Te frm wants 15% of partners to be from ethnic minorities 
and 30% to be women by 2025. PwC’s gender pay gap decreased from 14.7% in 2019 to 
11.6% for 2020 (O’ Dwyer 2021). 

Public vs private sector pay 

It used to be thought that since public sector pay lags behind the private sector, the 
index-linked pensions representing fnancial security in old age were a compensation for 
lower lifetime earnings. Perhaps for that reason, pensions reform is progressing slowly 
in the public sector and fnal salary pension schemes for existing employees have largely 
survived the reform process to date. In turbulent economic times, public sector pay may 
exceed much comparable private sector pay. A key challenge is the question of pay parity 
across sectors when public, private and not-for-proft organisations work in partner-
ship to deliver performance outcomes. Te question will be how to develop cross-sector 
reward strategies to avoid signifcant anomalies. 

Performance-related pay 

Incentive schemes and performance-related pay continue to provoke debate. While some 
believe fxed pay schemes to be archaic, others fnd variable pay schemes problematic. 
Performance-related pay is now commonplace in private and public sectors and not-for-
proft organisations, even for junior roles whose jobholders may have only small, indirect 
efects on overall organisational performance. Such schemes need to be responsive to the 
business drivers, the changing technology, the new skills required and the fact that to be 
successful in a new environment, people need to do diferent things. 

Ironically, at a time when performance-related pay has become ‘the norm’, it is 
being called into question – is it the panacea for encouraging excellence that the the-
orists thought would be the case? Te efectiveness of performance-based pay remains 
hotly contested. Research by Scholtes (1995) and SHRM (2018) lists various reasons 
why performance-based reward, recognition and incentive systems generally do not 
work well: 

• Te links between extrinsic rewards and employee motivation are not always di-
rect. External rewards can sometimes decrease internal motivation, creativity and 
performance and set up internal competition and can undermine teamwork and 
cooperation. 

• Annual raises are typically on the scale of 2–5%, thus providing little opportunity 
to diferentiate performance or to increase what extrinsic motivation is present. 
Tey create cynics and losers. 

• Due to ratings infation and idiosyncratic rating patterns, most real-world rating 
systems have insufcient variance to support decision-making. Tey ofen reward 
those who are lucky and miss out those who are unlucky. Even when they are used, 
ratings are ofen an intermediary in actual decision-making. Managers are ofen 
better of using rank-order priorities against job-relevant criteria and a set budget. 

• In many pay-for-performance schemes, linkages to organisational, unit or em-
ployee goals are hazy at best. Tere are no data to show long-term benefts. Tus, 
demonstrating bottom-line value for such systems ofen falls short. 
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Tis highlights the danger that with today’s increased spans of control, variable pay risks 
becoming a proxy for performance management. Te more performance is rewarded 
through variable pay, or if the bonus is small, the greater the disappointment of the individ-
ual who feels that his or her talents have not been recognised. For example, the managing 
director of a small consultancy decided to introduce a new form of performance-related 
pay which singled out the achievement of a number of business goals for special reward. 
Junior staf had relatively less access to the resources needed to achieve these targets. Nev-
ertheless, one junior consultant put in a major efort to achieve the targets and succeeded 
in achieving the performance threshold required for a bonus. Her reward turned out to be 
£10, accompanied by a letter from her boss encouraging her to try harder next year! Not 
surprisingly, the consultant decided to test her fortunes elsewhere. 

Pay for performance works best when organisations can isolate, measure and clearly 
link employee efort to outcomes (e.g. individualised sales or production roles). When 
substantial monetary rewards are used, they are frequently tied to concrete outcomes/ 
accomplishments (e.g. proft sharing). To create conditions that promote pay-for-
performance success, SHRM (2018) recommends that organisations should focus on the 
following: 

• Reward contributions that truly add value to the organisation’s mission or bottom 
line; 

• Ensure that employees have line of sight between their inputs and rewards and 
sufcient personal control over rewarded outcomes; 

• Communicate aspects of the reward system clearly and consistently, in line with 
efective implementation strategies; 

• Evaluate pay-for-performance systems over time, assessing both intended and 
possible unintended consequences. 

More fexible approaches to reward 

Tis makes responding to the question of how modern performance management 
systems can be linked to pay or ‘pay for performance’, even more difcult, particularly 
in cases in which simplifed or ‘ratingless’ systems are used (in Deloitte 2015, 90–91). As 
CIPD Pay and Benefts surveys have reported, many employers are revising pay mech-
anisms to refect the broad shifs in the competitive marketplace. So as organisations 
increasingly focus their business strategies on customer needs, many are reorganising 
around teamwork, broader roles and non-traditional work arrangements in order to 
develop more fexible, innovative products and services. 

Reward systems need to be fexible as well as integrated, with job grading, performance 
assessment, reward and development systems linked up with future opportunities. At 
the same time, no system can allow its costs to escalate out of control. Te challenge 
therefore is to fnd a fexible and tailored alternative, or set of alternatives, which allows 
for a better match between organisational needs and constraints and employee needs and 
aspirations. 

Many organisations are experimenting with more fexible packages, which include 
elements of variable pay, linked to job performance, competence, skills development and 
desired team and leadership behaviours. Te new systems include a greater element of 
discretion for the line manager, feedback processes and a degree of individual choice 
in benefts. Te area of voluntary benefts presents many opportunities for this type of 
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personalisation and can help to meet the unmet needs of a diverse, multigenerational 
and multicultural workforce (CIPD, 2014). 

What do employees want? 

Tanks to HR analytics, organisations are increasingly able to personalise and enhance 
their value proposition to workers. For many employees, permanent employment and 
career progression are being replaced by various forms of fexible work arrangement in-
cluding fxed-term contract working, part-time and temporary arrangements. In a pe-
riod of unprecedented wage stagnation (OECD 2018), pay may have replaced promotion 
as representing career progress for many employees. Increasingly employees want port-
able benefts that they can take with them if their role disappears. Te past few years has 
seen the introduction of a range of extrinsic rewards such as: 

• Proft (gain) sharing 
• Flexible benefts 
• Bonuses payable in terms of extra leave rather than pay 
• Bonuses payable towards prestigious qualifcations 
• Long-term incentives (LTIs) 
• Deferred incentives 
• Extending private health schemes to all employees and their families 
• Longer holidays 
• Sponsored holidays 
• ‘Free’ family holidays in company-owned cottages 
• Enhanced early retirement 

Conversely, there seems to be a growing use of long-term incentives (LTIs) and share 
ownership. Te practice of retaining key people through the use of incentives has long 
been popular in the United States. In the United Kingdom and other parts of Europe 
where the incidence of such schemes is much lower, various multinational companies 
such as Shell and Total are extending these incentive schemes to European senior em-
ployees. Employee share ownership appears to be also on the increase. Companies such 
as Procter and Gamble are giving all employees share options to encourage continued 
commitment to the organisation. 

What is becoming more apparent is that money is not everything when it comes to 
attracting and retaining people. Research suggests that intrinsic motivators such as 
the chance to do something worthwhile, to have a development stretch, to increase job 
satisfaction are all as important as the fnancial package and represent ‘psychological’ 
rewards. Many people want to feel that their skills and contribution have been recog-
nised by others, especially their boss. 

Rewards such as having opportunities for learning and growth, being part of a suc-
cessful, winning team, having a valuable role and working in a feel-good climate seem to 
be the sort of factors which infuence people’s decisions about staying or leaving. People 
will ofen put up with relatively poor pay for a time as long as these other factors are 
right. Similarly, in a buyer’s market, the ‘triple bottom-line’ factors, i.e. how the business 
is performing, its ethical and environmental stance and its commitment to being socially 
responsible are increasingly becoming key factors in attracting potential recruits. How-
ever if these non-fnancial rewards are not working, employees typically negotiate hard 
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about pay and benefts, which can be costlier in the long run. And Glassdoor research 
(Chamberlain, 2018) suggests that wage growth is far from even across many sectors and 
job types, creating both 'winners' and 'losers' even within the same company. 

Tat’s not to say that fnancial reward packages are unimportant – quite the contrary. 
Nor am I implying that non-fnancial rewards have no costs attached to them. Invest-
ment may be needed to apply policies such as work/life balance or ethical trading more 
rigorously, training managers, ofering employees development and a greater chance of 
participation. If reward packages are to help organisation’s win the competition for tal-
ent, they need to be strategic, closely linked to business objectives and also be custom-
ised. Te most efective reward packages meet both individual and organisational needs 
as closely as possible, have fexibility built into them and have obvious benefts for all 
concerned. 

Revising reward schemes for agility 

Revising a compensation system to refect agile working performance raises fundamen-
tal questions for HR: What should be rewarded? Should agile working be rewarded dif-
ferently? As Cappelli and Tavis (2018) point out, a simple adaptation to agile work, seen 
in retail companies such as Macy’s, is to use spot bonuses to recognise contributions 
when they happen rather than rely solely on end-of-year salary increases. Instant re-
wards reinforce instant feedback in a powerful way. Annual merit-based raises are less 
efective, because too much time goes by. 

Current reward practice tends to focus on the individual – their qualifcations, expe-
rience and unique performance – while agile principles emphasise diferent attributes, 
such as collaboration, learning and collective intelligence, and performance achieved 
by the team above the individual. Typically, problems can occur when work processes 
are supposed to be underpinned by teamwork, yet only individual bottom-line perfor-
mance is taken into account when determining pay. It is difcult to foster team spirit 
if individuals are concentrating on promotion. Johnson et al. (2019) report on three 
shifs underway in reward policy. Tese are: agile working having its own aligned re-
ward arrangements; team reward; and a re-examination of diferentiated individual 
rewards. 

Team reward 

How can reward be used to motivate the behaviour change required of agile teams? 
Team-based schemes link pay to team performance or the achievement of agreed team 
objectives. Te CIPD found that team pay works best for stand-alone teams that have 
agreed targets and standards, autonomy, are composed of people whose work is interde-
pendent, are stable, well established and make good use of complementary skills. 

One of the drawbacks of the wider spread of team pay is that every scheme is unique, 
so it is not possible to simply adopt practice from other organisations. Nor are such 
schemes easy to design or manage. In practical terms, who makes reward decisions 
for the individual? Te team? What happens when colleagues leave agile teams and 
return to their previous divisions? Do they revert to the prior reward policy? What 
other elements of the value proposition may be appropriate, such as opportunities for 
advancement? 
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Nevertheless, three basic elements of a team-based reward package (in the form of 
cash or shares assuming that the base pay is right) are: 

• Individual, i.e. the basic salary but varied in relation to performance or skills/ 
competence 

• Team – related to the achievement of team targets 
• Organisational – related to business performance measured as proft or added 

value. 

Some incentive schemes couple team and individual bonuses while others fatten pay 
diferentials and put little emphasis on incentives. Johnson et al. (2019) describe a client 
who is testing a dual approach, where the team’s achievement is rewarded by assigning 
part of the reward equally to all members of the squad, while the other part is assigned 
according to the individual’s role in a tribe (business unit) or chapter (function) using a 
peer recognition system. 

Transparency 

Te question of what constitutes performance continues to be debated. Since reward is 
one of the most visible signs of the value proposition or ‘contract’ between employers 
and employees, it is important that every aspect of the pay system should be transparent, 
including what is being rewarded. 

Many organisations want people to be willing to take on broader responsibilities, 
learn new skills and develop wider competencies. Organisations are demanding more 
from their staf, not only in terms of ‘output’, in other words, performance against 
agreed targets, but also in terms of ‘input’ or how targets have been accomplished. Inputs 
include the new skills which people are required to use in their jobs and the cultural 
targets in terms of attitudes and behaviours which the organisation wants to encourage. 
In addition, technology is bringing about a more fundamental change to the way work 
is carried out, shifing from directive tasks to process-driven activities. Typically, new 
areas of incentivisation include behavioural areas such as making creative suggestions, 
receiving positive feedback from customers, teamworking and demonstrating leader-
ship. To support this approach there is usually an emphasis on competencies and various 
feedback mechanisms are used. 

Tis raises tricky questions such as: how clear is ‘transparent’? Should the pay system 
reward only the outputs of individual performance, or how these are achieved as well? In 
some organisations only outputs are assessed for bonus purposes while in others, inputs 
are also taken into account. Should individual ‘stars’ who have shone thanks to help from 
their team be singled out? Should higher levels of skill be refected in performance, or 
should developing and applying new skills, albeit at a more basic level, be incentivised? 
Simply unpacking the diverse aspects of behaviour, skills and experience which lead to 
the sorts of performance organisations require can be complex. 

Flexible benefts 

Benefts are a vital part of the package for employers who are looking to recruit and re-
tain the best people. For 60% of respondents in Glassdoor’s 2015 Employment Confdence 
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Survey, benefts and ‘perks’ are important in considering whether to accept a job ofer. In-
deed, 80% of employees would choose additional benefts over a pay raise. Another survey 
found that 89% of people in the US value additional benefts as much as pay (Jones 2017). 

Companies are more likely to attract and retain the best talent if they ofer people 
choice and add attractive fnancial incentives and goodwill gestures that reward loy-
alty, learning and development, like tuition reimbursement and student loan repayments 
(Friedman 2018). Te important thing is to fnd out what people want, how they perceive 
their benefts and whether these are valued. Tis is a growing trend towards benefts 
personalisation such as ofering autonomous working and fexibility, parental leave and 
unlimited time-of/unplug policies to cultivate well-being and improved lifestyle. 

Introducing and operating a fexible benefts scheme requires sophisticated sofware. 
However, it should allow for a closer matching of individual needs as they change over 
time with the organisation’s goals. Some pundits advise adjusting one or two benefts, 
rather than a complete scheme. Some US companies, such as Lotus Development and 
Apple Computers, are now extending benefts to domestic partners as well as spouses. In 
the United Kingdom, Cable and Wireless has developed a cafeteria-style benefts system 
that includes pensions, healthcare, childcare vouchers, annual leave, life cover and dental 
insurance for employees and their partners. Teir HR team emphasises the importance 
of good communication about the nature of the scheme. At Cancer Research UK, em-
ployees have online access to self-service benefts from which they can choose options to 
the value of their entitlement. 

Total rewards 

Te notion of total rewards brings a holistic, people-centric perspective to the value ex-
change between workers and the organisation. Zingheim and Schuster (2007) argue that 
by understanding how extrinsic rewards such as pay sit alongside sources of deeper mo-
tivation, such as the opportunity for growth, and by adopting a total reward philosophy, 
designers of reward processes can more obviously meet employee needs to be treated 
fairly, and organisational needs for a manageable pay bill. Tey suggest that six key prin-
ciples should underpin the approach: 

1 Create a positive and natural reward experience 
2 Align rewards with business goals to create a win–win partnership 
3 Extend people’s line of sight 
4 Integrate rewards 
5 Reward ongoing value (i.e. skills, consistent performance and value relative to the 

market) with base pay 
6 Reward results with variable pay 

Tey describe four categories of tangible and intangible reward which make up Total 
Rewards: 

1. Individual growth – workers must understand and enjoy their work and have the 
opportunity to contribute to a thriving organisation. Refected in: 
• A challenging role 
• Investment in people 
• Development and training 
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• Performance management 
• Career enhancement 

Employees should feel challenged in their day-to-day role, with a support network such 
as mentors and teammates to fall back on if they require further help. Te opportunity to 
develop and progress makes a position much more rewarding. Giving employees access 
to qualifcations, working on PDPs, and showing routes for progression makes for a more 
satisfying role. 

2. A compelling future – workers seek a strong sense of purpose. Tey need to un-
derstand and support the direction of the organisation even if their relationship is 
occasional and more irregular than that of a full-time employee. Refected in: 
• Vision and values 
• Company growth and success 
• Company image and reputation 
• Stakeholdership 
• Win – win over time 

3. Positive workplace – an organisation must have an inclusive culture that supports 
diverse talent across the spectrum of relationships as well as leaders who inspire 
workers to make a diference. Refected in: 
• People focus 
• Leadership 
• Colleagues 
• Work itself 
• Involvement 
• Trust and commitment 
• Open communication 

Te employee experience can be greatly improved by a positive working environment 
(CLC, 2012). Enhancing the workspace with cofee machines, artwork, greenery, snacks, 
standing desks and other improvements can seem rewarding for employees. 

Strategies to build an open culture are part of HR a long-term strategy. Employees 
must feel comfortable raising issues of concern and should be involved in decisions about 
the way work is done. Te best places to work have a few things in common: they put peo-
ple frst, help workers pursue their passions, empower people to own their projects, en-
courage authenticity, and create opportunities for worker to connect on a personal level. 
Autonomy and accountability are important to employees and should be instilled within 
company values. Measuring the results, rather than the means to getting there, gives 
employees chance to manage their own work processes and improve their performance. 

4. Total pay 
• Base pay 
• Variable pay, including stock 
• Flexible benefts and indirect pay 
• Recognition and celebration 

Not every member of staf will wish to take advantage of every reward that you could 
ofer, so rewards should be designed in such a way that they’re fexible and give each 
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member of staf choice. To ensure that these benefts are accessed fairly, some employers 
give employees credits and members of staf can combine these to access benefts that are 
useful to them. Others place a cap on the number of benefts that can be accessed through 
the year, ensuring that all employees get equal fnancial value from these benefts. 

Tese four dimensions, which comprise the reward/talent experience, are a means 
of engaging an organisation’s entire network of talent. Total reward strategies are 
people-centric and not every policy will work in every workplace, as they should be 
tailored to the individuals. Organisations contemplating introducing some form of Total 
Reward system usually focus their attention frst on the employees they most want to re-
cruit and retain, which is where employee segmentation is a vital tool for understanding 
what diferent employee groups want and need. Te question frequently asked is: ‘Do we 
need to make our diferent oferings meet the needs of our current and future key staf?’ 
and the answer has to be ‘Yes’. 

Unilever, the consumer goods multinational employing 300,000 people in more than 
60 countries, has been an exponent of performance-related pay for almost three decades. 
Nowadays Unilever has been piloting a ‘fexible pay’ scheme that allows junior staf to 
join its executive share scheme, a privilege usually reserved for senior employees, and 
choose the percentage of their pay they take as a bonus. Te trial was carried out on 200 
staf across the United Kingdom, the United States, and the Netherlands. Te scheme 
allowed employees to personalise their benefts. Some 20% of staf chose to pay their 
entire bonus into the share scheme, while 20% opted to alter the balance between their 
fxed and variable pay. Tose on a higher wage invariably decided in favour of a higher 
bonus and were twice as likely to shif the balance of their pay while, among lower paid 
staf who moved their salary, the percentage of those who opted for a greater proportion 
of fxed pay was signifcantly higher (90%). Unilever believes that not only does this make 
the frm a more attractive employer, but also saves valuable cash on recruitment by up-
ping retention and attracting the best talent. Another advantage is that those who choose 
in favour of a performance-related bonus will always be more invested in the overall 
success of the company (Caldwell 2019). 

RECOGNITION 

Especially in organisations where the scope for modifying the reward system may appear 
limited, high performing employees can easily become disengaged if there’s no culture 
of recognition in place. Recognition schemes are a symbolic way of reinforcing the ‘new’ 
behaviours and performance needed in the organisation. Yet research suggests that for-
mal recognition schemes rarely motivate people in the long term and can be laborious 
to administer. 

Despite this, there are many examples of recognition schemes which are perceived 
to be successful since they link to the business strategy, are imaginative and regularly 
modifed and ofer individuals a degree of choice in how they wish to be recognised. So 
in devising recognition schemes it’s important to think about how individual employees 
would like to be recognised; not everyone wants to stand up and be applauded during 
a meeting. Consider additional incentives for high performing employees, such as extra 
holidays, gif cards and travel vouchers. 

Recognition is increasingly being given for the practice of organisational values, espe-
cially those relating to community service. At Cadbury – Schweppes, for instance, an infor-
mal award scheme recognises outstanding employee contributions in community-based 
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activities. Te frm also recognises staf eforts as volunteers through its Big Heart award. 
Winners receive a certifcate and a cash donation to charity. 

Research suggests that specifc recognition by line managers and peers has a greater 
impact than any company scheme and can be very reinforcing, supportive and conf-
dence inspiring. Just taking time to thank employees keeps them motivated. As such it 
can form part of an individual’s ‘psychological’ income or what makes coming to work 
really worthwhile. 

Refective activity 

• How well does your reward strategy build commitment to teamwork and 
performance? 

• Is it fexible enough to cope with change? 
• What innovative approaches to reward and recognition might add value? 

CONCLUSION 

We have discussed various ways through which HR can help build a high-performance 
organisation. HR can advise line managers on how to devise roles, structures and 
work processes that both enable the organisation to achieve its goals and also meet 
employee needs. Performance management and reward systems must be integrated 
with other management practices in supporting the business strategy. Performance 
management should be feedback-rich and geared to development. According to Jefrey 
Pfefer (1998), it is important to recognise that ‘pay is just one element in a set of 
management practices that can either build or reduce commitment, teamwork and 
performance’. 

With reward systems, it seems that the more impersonal and corporate the scheme, 
the less employees fnd fnancial reward motivating. If excellent performance is required, 
people need to see the link between what they have achieved and what they are paid. 
Producing excellent performance then becomes a matter of individual pride and motiva-
tion. Of course, the more ‘individual’ the package, the more difcult the reward system 
becomes to administer, but this in itself should not deter the HR strategist who wishes to 
develop reward systems which are more likely to meet current and future needs. 

And reward strategies should not focus solely on pay and tangible benefts. No mat-
ter how rigid the pay system appears to be, the importance of recognising the unique 
contribution of each individual is obvious. Tis is where HR, line managers and peers 
have such an important role to play. If an organisation is considering revising its reward 
systems, it is vital to ask employees what matters most to them among possible ‘Total 
Rewards’. Te more employees feel a sense of involvement and ownership of the scheme, 
the more likely they will fnd it motivating. Te more choice, fexibility but transparency 
that can be built in, the better. 

Te main criterion for a successful reward scheme is that it motivates, rather than 
‘turns of’. When people feel valued and confdent, they are likely to release their poten-
tial to the beneft of the organisation. Reward strategies which take a holistic perspective 
of what people consider to be rewarding and ofer choice in the design of any new system 
are more likely to motivate and retain skilled employees who are keen to help the organ-
isation achieve its short- and longer-term aims. When this happens, the virtuous cycle of 
motivation is under way. 
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As we have previously discussed, higher level skills are in short supply in industries as 
diverse as construction, health, pharmaceuticals, defence and high technology, with even 
greater shortages predicted given demographic trends. Demand is high for the talent and 
the skills needed for jobs that will remain in human hands – those involving managing 
people, applying expertise or creativity, and social interactions. In PwC’s 20th CEO sur-
vey (2017), 77% of the CEOs interviewed saw the lack of availability of key skills as the 
biggest threat to their business. With ‘the war for talent’ back with us, ofering opportu-
nities for development is key to attracting talent. With growing talent shortages, it’s no 
longer a question of simply fnding talent; we also need to build it. 

CHAPTER OVERVIEW 

In this chapter we consider some of the contemporary trends in learning and develop-
ment. We shall consider the role of employers with respect to reskilling and upskilling 
the workforce in the new skills required for work. We shall cover: 

• New skills for a changing work world 
• Te challenge of building a fexible, agile workforce 
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• Lifelong learning and development
• Towards a strategic approach to development
• Changing learning design

LEARNING OBJECTIVES

• To consider key trends and changing work demands in terms of skills
• To explore a range of approaches to development, including technology-based
• To consider the changing role of the L&D professional

INTRODUCTION: NEW SKILLS FOR A CHANGING WORK WORLD

Against today’s fast-changing backdrop the need to develop people has never been more 
acute. When, where and how work is carried out are being totally transformed. Tech-
nology and AI increasingly incorporated into routine tasks, with 50% of current work 
activities technically automatable by adapting currently demonstrated technologies. 
 Seventy-five per cent of jobs are predicted to have a third of their tasks automated in 
the near future. McKinsey Global Institute estimates that 14% of the global workforce 
will need to switch occupational categories by 2030 as the world of work is disrupted 
 (Manyika et al. 2018).

As many old jobs disappear or are deconstructed, and as new jobs emerge at an 
 ever-increasing rate, employees who retain their jobs will require constant adaptation to 
keep pace with the new format of work and future jobs. Many will face working alongside 
robots and AI (Gartner 2018) and will need new skills to do this. The protracted lock-
downs during the global pandemic have accelerated the trend towards home working, or 
hybrid forms of working, enabled by technology.

So whether it is to build skills that provide competitive advantage, or to embrace the 
potential and normalisation of technology, or as part of a process or cultural shift, every-
body who works is going to need to carry on learning new skills, and in different ways. 
Since technology is continually evolving, the life cycle of employees’ competencies is 
shrinking, and the skills learned in traditional training environments often have a short 
shelf life. However, according to McKinsey (2020), despite the changing needs of organ-
isations and their employees, most companies still rely on the same methods to deliver 
learning as they did four years previously.

Training is still the commonest form of off-the-job development. Typical  criticisms 
of conventional training include a lack of tailoring to individual needs if a ‘sheep 
dip’ approach to training is still taken. Many staff surveys highlight the same issue 
with monotonous regularity: line managers do not know how to help other people 
to develop. They are often perceived to be too busy, unsupportive, have inappropri-
ate management styles or simply do not see developing others as part of their role. 
Indeed, some managers will resort to training as a remedial solution to a ‘people 
problem’. Few organisations as yet are using experiential environments or digital in-
terventions such as mobile learning exercises or group-based online courses. Indeed, 
Deloitte’s 2019 Human Capital Trends suggests that 86% of leaders recognise that 
changing the way people learn at work is their biggest organisational development 
challenge.
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THE CHALLENGE OF BUILDING A FLEXIBLE AND AGILE 
WORKFORCE 

HR and L&D need to be leading the discussion with executives about what the frm and 
its people will look like in 10 years’ time. Bryan Hancock (McKinsey, January 2020) urges 
CEOs to look ahead: ‘Develop a perspective now on the realities of your workforce. Where 
will those human beings be in fve to ten years, and how can you help them take the next step 
forward? I’d encourage leaders to think about those people now and help them advance’. 

As we discussed in earlier chapters, workforce planning should provide answers to ques-
tions such as what are the critical capabilities our organisation needs to be successful over 
the next fve to ten years? What does that demand in tasks and in skills? And what do we 
have now? Workforce planning presents choices: should you train your existing employees 
to acquire the new skills, or hire a new generation? If you decide on the former, options 
include redeployment, or moving people elsewhere in the company; upskilling people to 
become more advanced at what they do in current roles, keeping their skills in synch with 
fast-changing markets; or reskilling people to take on something diferent or for entirely 
new roles, keeping them employable through an internal career marketplace. Every option 
requires skill gaps to be identifed and investment in employees’ continuous learning. 

Traditional L&D approaches take time. However, in today’s context, with the pace 
of change accelerating, workforce development strategies must swifly ensure that an 
organisation’s employees are ready to face new challenges and opportunities. Tis may 
mean adapting people’s existing skills to meet the needs, being creative at low cost, using 
TedTalks, podcasts and expert sessions to get people thinking diferently. 

However, the KPMG 2018 Global CEO Outlook reports that only 46% of respondent 
companies feel that they’re ready to take on the development challenge even though the 
cost of reskilling is lower than fring and hiring. Few organisations are looking ahead at 
closing future skills gaps when they design their training programmes. Short-termism is 
reported to lie at the heart of the problem. Moreover, CEOs are failing to invest in experts 
in organisation development (OD) and learning and development (L&D) who can enable 
culture change, or if they are, their eforts are not bearing fruit as refected in this quo-
tation from an NHS report: 

All health services will need a fexible, agile workforce in the future. Whilst many 
have made recent investments in workforce reform, change is needed to develop a 
workforce that is sufciently fexible, specialised and self-renewing to be properly 
responsive to changing stakeholder expectations 

(HEE 2019) 

When skill gaps are ignored, or training programs are out-of-date, the only way to fll 
those skill gaps is through expensive recruitment. What is really needed, ‘is a deep-seated 
conviction, among business unit heads and line leaders, that people really matter – that 
leaders must develop the capabilities of employees, nurture their careers, and manage the 
performance of individuals and teams’ (Guthridge et al. 2008). 

Lifelong learning and development 

For most organisations the greatest opportunity to fll skill gaps is by developing the 
skills of the current workforce and building a culture of lifelong learning. People who 
will be successful in the digital age are those who can learn on a continuous basis. 
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If organisations are to successfully attract and retain the best new talent, they must provide 
growth opportunities. Young people entering the jobs market recognise the need for ongo-
ing learning in the workplace - and will expect an employer to provide them with serious 
development opportunities. Skilled workers too recognise that lifelong learning is a neces-
sity, and many are consciously developing new skills as career currency, to make themselves 
employable should they wish, or be required, to move on from their current employer. Now 
and in the future, most learning will take place within organisations and the ecosystems 
surrounding them. Te days of learning ending as the school gate closes appear long gone. 

It is in an organisation’s interest to reskill and upskill people to sustain desired busi-
ness outcomes in a digital world. With the advent of digital talent marketplaces turnover 
is likely since in-demand skills will rotate more frequently, as individuals interact with 
more companies than ever before. To retain talent, organisations must ofer training, 
mentoring and other opportunities that prepare employees for future jobs they will 
perform – inside or outside the company. With sufcient advance notice, employees 
whose jobs will be automated or changed can be trained in key areas of competency to 
become an internal talent supply pool that is future-proofed. 

So how do we achieve the great leap forward in life-long learning to equip people with 
the digital and other relevant skills they will need for the new workplace? 

As organisations transition to new work models, they must support a model of lifelong 
learning. HR/L&D practitioners should start by adopting the principle that employees 
can grow and learn within the company. Tey must identify workers who score highly 
for learning agility. A self-development culture should be encouraged, with development 
seen as primarily the individual’s responsibility but supported by the organisation. Indi-
viduals should be encouraged to set themselves upskilling goals – just one or two, such 
as learning about AI. 

Towards a strategic approach to development 

As businesses adapt to take advantage of new technologies, they need a dynamic skills 
and talent strategy to create a workforce for the future by continuously reskilling and up-
skilling people for the digital future. Tis both helps avoid skills shortages and also keeps 
employees engaged and satisfed by ofering them opportunities for professional devel-
opment. Gallup research suggests that changes in employee engagement are refective of 
changes in development opportunities. PwC (2020) report that the benefts to companies 
with advanced upskilling programmes include: 

• A strong company culture and engagement (60%) 
• Increased innovation and digital transformation (50%) 
• Improved ability to attract and retain talent (45%) 
• Enhanced employee experience. 

It is important to take a systemic approach to development. For while high quality train-
ing is valuable, translating improved skills into performance requires high quality people 
management. Reward systems should refect the achievement by managers of people de-
velopment targets and individuals should be fnancially compensated if their improved 
skills enhance their contribution. A CIPD focus group of HR Directors confrmed that 
talent management, learning and career growth, employee engagement, leadership and 
management development, reward, are inextricably interlinked with retention and 
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business success. Adopting a systemic approach will require investment: in the team, not 
just the role; in developing a dynamic training capability; in building sustainability for 
new and extended roles, while also emphasising human strengths in the collaborative 
relationship between people and between people and machines. 

Creating a workforce development strategy involves looking ahead, understanding 
your workforce’s current and future needs, identifying new skill sets including ‘learn-
ing how to learn’, supporting the workforce with technology, and a mix of upskilling, 
reskilling, unlearning and talent mobility (CIPD 2020). Te strategy should be guided 
by a vision, philosophy and set of values. What is the philosophy which will under-
pin development – do you want people to be self-sufcient or do you see development 
as a partnership between the individual and the organisation? Will development be 
demand-led or provider-led? Should development be ofered to all workers, or just 
future leaders? Will contingent workers be ofered the same opportunities as those on 
permanent contracts? 

In the early years of the current century, in raising the fag of the ‘War for Talent’, 
McKinsey emphasised the recruitment, development and retention of the ‘A’ players – 
the top 20% or so of managers. More recently there has been a growing recognition that 
the ‘B’ players – the capable performers who make up the bulk of the workforce –also 
matter. As Guthridge et al. (2008) put it: 

To manage talent successfully, executives must recognize that their talent strategies 
cannot focus solely on their top performers. 

Ofen people in quite junior roles, such as front-line staf and technical specialists, are as 
vital to overall success as the ‘A’ players. Some companies, like Walmart, are investing in 
their frontline employees – giving them options to learn. Learning new skills can lead to 
improvements in capability, performance and productivity. Aviva, the insurance com-
pany, has a strategy of managing the ‘vital many’ rather than risk alienating the bulk of 
the workforce by focusing exclusively on high-fyers. 

Te question more inclusive development strategies need to answer is ‘how do we en-
sure that all employees are developed to their full potential and maximum efectiveness’? 

Identifying skills gaps 

A talent development strategy should ensure that employees’ skills are kept up to date 
as jobs continue to evolve with technology. As ever it is important to start with business 
goals, and the skills needed to achieve them. Identifying gaps in skills and knowledge to 
deliver future business plans involves three distinct phases - Supply Analysis, Demand 
(or Needs) Analysis and Gap Analysis across the workforce – to create a baseline to meas-
ure progress. In any development strategy there are likely to be three areas of focus: 

• Organisational level, where corporate requirements such as Induction, Quality 
Improvement, Leadership, Customer Care and Culture Change Programmes are 
addressed 

• Departmental/Business Unit level, where job-related training and development is 
likely to take place 

• Individual level, where people are usually motivated to close the gap between their 
current and desired capabilities 
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Certain development activities, such as the identifcation of talent, high-fyer schemes 
and succession planning, usually involve all three levels. Tere is also increasing recog-
nition that new ways of working may require behaviour change as much as a skill change 
and some behaviours are likely to become more valued than they were historically. 

Some organisations are very clear about where their gaps are, at any point in time. 
Amazon for instance is looking for people with knowledge of robotics and Cloud tech-
nology but also user-experience design, HR, marketing. Even if the way ahead is not 
always crystal clear, for many organisations, since future roles will ofen involve a greater 
use of technology, digital skills are a key development priority. For example, JPMorgan 
Chase has introduced several schemes to develop the digital skills of current and future 
workers as part of its fve-year, $350 million commitment to skill building. Tey include 
a 10- to 14-week immersive coding academy for high-performing technology staf and 
a degree apprenticeship that allows people to earn a degree while working within the 
company’s technology business. 

Deciding who should be developed for what can be tricky and having a guiding frame-
work and criteria for decision-making can be helpful. Organisational priorities usually 
take precedence though a development strategy should ideally be sufciently fexible 
that it can adapt to individual needs and take account of the reality of most people’s 
working lives. Te pace of change and demanding workloads of most employees may 
act as deterrents to time-consuming formal development or educational programmes. 
Employees will ofen claim that they are too busy to attend conventional training courses 
or too exhausted to undertake part-time education out of work hours. Since development 
solutions can take many forms, not least using technology, the options available should 
ideally be as innovative as employees are now required to be. 

Relevance to individuals and the organisation 

To ensure an optimum return on the time and other resources invested in development, 
those activities should be learner-centred and well targeted to address real needs in ar-
eas that are relevant to both the individual and the organisation, for instance ‘essential’ 
transferable skills such as problem-solving, teamworking and communication. For peo-
ple with highly sought-afer skillsets, individualised pathways can be created that iden-
tify and develop their capabilities to the next level. One employee, for instance, might 
need a rapid injection of job-related skills due to a new role or a change in technology. 
Another person may have reached the stage in his or her career when a development 
stretch is required, such as by taking on a major new responsibility or studying an MBA 
programme. 

In industries where there are specifc skills shortages and where professional 
qualifcations are necessary for certain job functions, such as accountancy, giving staf 
the opportunity to study is particularly critical. At PricewaterhouseCoopers (PwC) em-
ployees typically spend more than 50 days in of-the-job training during their frst three 
years. PwC trains more than 20% of the chartered accountants in the United Kingdom 
and its business diploma – a four-year development programme – is run in association 
with the London Business School. 

People may need guidance from the company to understand which kinds of jobs 
within the company could help them grow and the critical skills they need. Tey may 
need help fguring out where improvement is needed, aligning their learning to opportu-
nities, flling skills gaps, trying new experiences, building their careers. At EY (Ernst and 
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Young), the international fnancial consultancy, staf receive detailed industry training 
as well as coaching in people skills. Everyone is allocated a counsellor and is also infor-
mally mentored. People take responsibility for their careers, with programmes in place 
to ensure they can achieve success quickly. 

Gaining clarity about career goals – and guidance – can emerge in career conversa-
tions with managers who can help individuals build skills by matching skills gaps to a 
variety of blended learning opportunities such as virtual, online content, team-based 
programmes, peer-to-peer learning. Technology tools can also help people understand 
their strengths and critical skills gaps. Having discovered their career goals and purpose, 
people tend to be more engaged in work and motivated to build transferable skills, creat-
ing value by applying new skills to solving real work problems. 

WHAT TO DEVELOP? 

Competencies 

Over the past two decades competencies have been commonly used to provide a common 
language within organisations to describe the skills, knowledge and behaviours required 
to achieve desired organisational outcomes. Tey are used as a means to assess the skilled 
elements of individual performance, to identify skills, behavioural and knowledge gaps 
and to ensure that development opportunities are well targeted to meet specifc objectives. 
Tey can be used to develop learning tools, self-assessment questionnaires and other 
feedback processes to ensure that individual needs are understood, and also to aid job 
mobility. Some organisations ofer managers 360-degree (or multi-rater) feedback based 
on a range of competencies. One sofware company, for instance, provides feedback from 
skilled facilitators followed by a range of optional competency-based workshops which 
managers can choose according to the needs identifed through the feedback. 

However, competencies are increasingly thought of as too complicated; defning 
exactly how to deal with a thousand possible scenarios is seen as too instrumental-
ist and, in extreme cases, as bureaucratic hindrances to performance if they lie at the 
heart of over-engineered HR processes. Increasingly, competencies are being described as 
‘capabilities’, or ‘characteristics’ since they refect what at individual and team level con-
tributes in aggregate to the building of organisational capabilities such as customer focus. 

Transferable enduring capabilities 

Te coronavirus pandemic has accelerated an existing demand for transferable skills to 
enable rapid shifs in business models, as organisations try to redeploy people at warp 
speed. For instance, during lockdowns, restaurants had to close their in-house service 
and operate a take-away/delivery service, requiring diferent skills and procedures. 
So the focal point of learning is switching to developing enduring transferable capa-
bilities such as resilience. For PwC the most in-demand skill set includes adaptability, 
problem-solving, creativity and leadership. For Deloitte (Skills change but Capabilities 
endure) these include: 

• Emotional intelligence: how to understand and react to the emotions and experi-
ence of others 

• Teaming: how to collaborate efectively with people who don’t share our physical 
space, language or organisational context 
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• Sense-making: how to create meaning out of shared experience 
• Critical thinking: how to analyse, synthesise and reconstruct information 
• Adaptive thinking: how to recognise and apply new patterns. 

Given that the future workforce must respond to the increasing pace of change and likely 
external disruption, people need to be adaptable or ‘change-able’ in the face of uncer-
tainty, tolerant of complexity and ambiguity, resilient, capable of sense-making. Te 
most desirable employees are the active learners – those with curiosity and the ability 
to innovate. People need to embrace continuous learning and be multi-skilled, able to 
absorb and optimise technology and also make the most of knowledge and innovation to 
improve customer outcomes. People will also need a broad business understanding and 
a strong grasp of strategic priorities. Tey will need to be goal focused and operationally 
efective, with sound programme management and continuous improvement skills. 

Given the need for rapid, skilled decision-making at all levels, demand for analytic 
skills will increase. Many higher-skilled jobs involve dealing with complex theoretical 
phenomena that require logical reasoning and also social and organisational skills like 
facilitation and prioritisation. A Workday study of CFOs (2018) argues that cognitive 
fexibility is the most important skill needed while Stahl et al. (2012) suggest that in the 
future the ability to quickly adopt and apply new information will become more impor-
tant than any number of hard skills. 

Tere is likely to be a premium on the creative skills needed to balance mechanised 
processes. People working across organisational boundaries need good ‘sof’ or ‘human’ 
skills such as social and emotional intelligence to engage with customers, other staf 
and with partner organisations. Tey will need to be collaborative, working towards 
common goals; open to new opportunities; resourceful and entrepreneurial; able to 
communicate authentically and build relationships and trust; demonstrate cultural agil-
ity and the ability to manage diferences, negotiate, resolve confict, adjusting own style 
if necessary. 

Inclusive leadership 

Tese ‘human’ skills are especially important in leaders. Te Workday study found 
that the leadership qualities required to run an Agile enterprise include being humble, 
adaptable, visionary, engaged – somewhat diferent from the traditional business compe-
tencies required of leaders. In the highly pressurised UK National Health Service, there 
has long been a call for compassionate, inclusive and efective leaders at all levels: 

Inclusive leadership means progressing equality, valuing diversity and challeng-
ing power imbalances. Tis means paying close attention to all the people you 
lead, understanding the situations they face, responding empathetically and taking 
thoughtful and appropriate action to help. In other words, the most efective leaders 
demonstrate empathy, an essential element of emotional intelligence. Tis ability to 
identify and manage one’s own emotions and be mindful of the emotions of others 
is vital as employees are unlikely otherwise to feel truly respected and empowered. 
Empathy must start at the top. 

It is thought that ‘Tese leadership behaviours create just, learning cultures where 
improvement methods can engage colleagues, patients and carers, deliver cumulative 
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performance improvements, and make health and care organisations great places to 
work’ (NHS Point of Care Foundation 2014). 

HR/L&D can help by 

• Developing engaging, compassionate leaders at every level – including new and 
emerging leaders. Workshops and coaching can help leaders refect on their early 
experiences, fnd their own beliefs and purpose, and make engaging behaviours 
more habitual. 

• Extending boundaries to create new leadership development opportunities. Work 
with business partners, universities, nongovernmental organisations, and other 
third-party organisations to create a range of new leadership experiences, includ-
ing pro bono and community service projects. 

• When the number of engaging leaders amounts to a critical mass, their energy and 
mutual support can change the engagement culture of the organisation. 

• Measuring and rewarding the achievement of staf engagement. Recognise leaders 
who are engaging and hold to account those who are not. 

Changing learning design 

Given that many workforces now operate remotely, and that learning design, perceptions 
and expectations have been changing, the traditional training and development path 
is arguably not as efective as before. As the learning landscape is being transformed, 
L&D professionals are expected to adopt entirely new learning paradigms, methods and 
learning technologies. In today’s virtual environments the shif is away from traditional 
in-person ‘classroom’ learning methods, now driven online largely by digital availability 
and accessibility of knowledge, toward facilitation and practical application. 

Te volumes of information available online is a double-edged sword. How can the 
learner be certain that the information they are consuming is valuable, or even accurate? 
Content curation has become important - the ability to fnd high-quality content and de-
liver it to learners. As a result, progressive L&D functions are focusing on really improv-
ing the learning capability of the workforce, in essence by ‘teaching them how to learn’ 
and making learning a value at the heart of the organisation. Such functions foster and 
support a mobile, on-demand learning and social learning culture, align performance 
needs with business needs, and prepare employees and leaders for future responsibilities. 

Te role of the learning professional has become far more wide-ranging, spanning 
multiple disciplines and new areas of expertise, as refected in new job titles such as: 

• Content curator 
• Asset creator 
• Instructional Design/Content Developer 
• Programmer 
• Learning Data Analyst 
• Talent Development Partner 
• L&D/OD/Change Managers 

L&D professionals must ensure their programmes are learner-centred, using forms of 
digital learning that increase people’s technology skills and also motivate and engage a 
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multigenerational workforce within a modern learning ecosystem. Te focus should be 
not only on learning and skill development, but also on achieving behavioural change 
across broad segments of the workforce as they apply new learning and skills to day-to-
day work. Designing an efective learning programme requires L&D professionals to 
bridge the gap between fulflling the needs of the learners and satisfying the learning 
requirements of the organisation (Eoyang 2013). Accordingly, there is a growing empha-
sis on clear objective-setting, contracting between participant and line manager before 
programmes, fexible programme design and rigorous evaluation, including attempts to 
establish return on investment (ROI). 

Learning design may need to be modifed or adapted to better ft the learner-centred 
rather than the instructor-centred emphasis that has developed in learning design, 
particularly for technology-based learning methods. Te design process involves frst 
identifying the client’s goals then putting together a design team that consists of a 
diverse group of perhaps half a dozen learners who actively contribute to the content 
and structure of the programme, including deciding the time commitment required. 
Resources in a variety of formats such as pre-reading, reference materials, and/or dif-
ferent kinds of exercises can be customised according to the goals and format of the 
learning programme. Ideally, any training should lead to practical application and 
help people to come up with solutions themselves, rather than simply forcing them 
through hoops. 

A growing trend among L&D professionals is using micro-learning as a device for 
refection and group work. Virtual briefngs and networks can be helpful in raising 
managers’ awareness of the strategic issues for their organisation. As a facilitator, you can 
insist that everyone should participate with video and use smaller, intimate breakouts. 
As facilitator you make contact, ask questions, send out small group assignments in ad-
vance, or simply ask the learning programme participants to comment on an article 
you’ve shared. Such daily interactions with complex topics are designed to deepen the 
participants’ engagement with not only the content but also the learning community 
around them. Following the learning event, by sending the learners frequent reminders 
about some of the concepts you’re currently working on, they’ll be able to keep these 
important topics in mind during busy days and will be able to connect them to their 
everyday work. Reinforcing learning to sustain behavioural changes has never been easy 
but directly linking desired behaviours to actual business outcomes relevant to employ-
ees can keep behavioural change on track. 

Technology-based learning 

In a remote working environment, in-person training is non-existent and during the 
pandemic there has been an explosion of interest in the use of technology to stimulate 
learning. Remote-learning experiences must deliver the skills and behaviours employees 
need, while also inspiring the consistent application of those new skills and behaviours 
so that performance ultimately improves. Technology makes learning and support easy 
to scale yet personalised to suit the needs of people with diferent roles in the change 
process, providing skills and accessible resources so that people can help themselves, 
rather than L&D doing it for them. While initially e-learning failed to take of in any 
substantial way, many pundits predict a huge growth of more efective online learning 
as the new technologies ofer just-in-time accessible learning materials that are stimu-
lating real interest. For instance, Chatbots, also known as digital learning assistants in 
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corporate environments, help employees learn at their own pace, at any hour of the day, 
and provide a highly personalised learning experience. 

Compared to traditional reskilling programs, a modern learning experience platform 
combined with high value learning content can make training efcient and help people 
develop new skills through their day job and create their own learning journey, for roles 
which may not yet exist. A variety of new forms of technology-based learning include: 

• Virtual/Augmented/Mixed reality 
• Artifcial intelligence 
• Gaming 
• Internet of things 
• Unbundling 
• Adaptive learning 
• Digital literacy 

Increasingly people choose to learn through a blend of learning solutions that combine 
face-to-face with for instance e-learning, podcasting, attending professional meetings, 
live classes, conferences or seminars, certifcate programmes, social networking and 
project work. 

In the era of social networking people can gain access to a wide range of learning 
resources. Social learning platforms enable learners to transcend organisational bound-
aries between departments, time zones, and geographically dispersed ofces to build 
and cultivate organic communities-of-practice around the concepts and topics they’re 
interested in developing. Tis changes the role of L&D from primarily delivering face to 
face development and increasingly involves sourcing and curating materials, resources 
or experiences that people will learn from. 

At multinational broadcaster SKY, Tracy Waters, director of people experience, 
wanted to adopt a more agile approach to learning. One of the frst targets was manager 
development and an active move away from instructor-led training. Te team researched 
manager needs and tested various tools including an app with digital resources and 
checklists. Tis was complemented by group workshops, nudge campaigns, videos and 
larger group experiences. Each time they had the data to tell them what was working, 
which led to further iterations. Now almost all products emerging from Waters’ team are 
developed in this user-focused, data-driven way (Faragher 2019). 

Refective activity 

• What is the role of context (e.g. job demands, work–life balance, social network) in 
the use and efectiveness of technology-based learner-driven methods? 

Other of-the-job learning and development processes 

• Action learning: Group sessions to problem-solve on real life issues. Tese can en-
able individual needs to be met in the work context. Helps develop self-reliance for 
solving future problems. Learning groups are increasingly being used in a number 
of organisations such as Pfzer and Fujitsu. 

• Attachments (or shadowing): Becoming a temporary assistant to another person in 
order to gain an understanding of their job. Employers should not underestimate 
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the value of encouraging workers to shadow one another in order to gain trans-
ferable skills and to develop a deeper understanding of diferent functions within 
the business. In addition to providing a solid foundation for staf looking to take 
on more formal qualifcations this knowledge sharing strategy is a low-cost way to 
achieve greater cohesion within the business and well as possibly the most efective 
way to upskill people. 

• Brainstorming or ‘mind-showering’: Having an ideas communication system – like 
a suggestion box and rewarding the best idea(s) on a regular basis. 

• Case studies/Case histories: Examples of the experiences of other industries or 
managers that might be examined. Broadens horizons, gives ideas for diferent 
ways of doing things. 

• Contact developing (networking): Encouraging membership of/attendance at 
professional or local business groups. Builds a network with other managers’ 
industries to gain new insights and create ideas. 

• Counselling: Recognising where an individual’s behaviour indicates a personal or 
work-related problem or giving guidance on how to solve a problem. ‘Unblocks’ 
people who are in difculty, builds good communication. 

• Conferences: To help people see the ‘big picture’ or buy in to corporate objectives. 
To share the experience of other people and organisations. Increases sense of 
belonging, heightens commercial awareness. 

• Distance learning: Encouraging further study or education which can be done 
at the person’s own pace. Need not be directly related to current role. Broadens 
knowledge and increases skill base. 

• Exposure to senior management: Observes and perhaps becomes involved in more 
strategic issues and decisions. Strengthens natural ability in this area and builds 
confdence. 

• Learning resources – flms/videos/DVDs/podcasts: Wide selection available for 
a variety of techniques and skills. Aids learning by presenting information in a 
memorable way. 

• Modelling: Having team members observe another individual who displays 
outstanding performance. Illustrates best practice in a practical way. 

• Networking: A powerful way of expanding relationships, knowledge, business and 
career opportunities. 

• Non-executive director/trustee appointments: Supporting high potential manag-
ers to take up non-executive director appointments. Assigning an individual to a 
committee, along with managers from other departments or externally. Broadens 
horizons and increases confdence. 

• Outdoor team development: Outdoor team building and training events. Not 
directly related to current job but can be enjoyable and build team spirit. 

• Presentations: Short presentations (10–15 minutes) using visual aids or simulations 
(see Simulations) to impart skill or knowledge. 

• Role playing: Trying out difcult situations in relative safety. Ofers opportunity for 
feedback and coaching. 

• Secondments: Individuals spend a period of time working in a diferent part of the 
organisation. Widens their viewpoint and experience. 

• Self-development and self-analysis: A variety of techniques exist to aid this process 
including keeping a personal journal, creating a learning log recording new experi-
ences, doing value exercises, personal skills and management style audits. 
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• Seminars/team briefngs: Conducted by internal or external facilitators for specifc 
groups. To distribute knowledge or brainstorm (pool ideas) on problems. Encour-
ages team spirit, opens up creativity and communication, increases learning. 

• Simulations: Can be done in seminars or team briefngs. Recreations of the job 
environment or a specifc job situation. Enhances problem-solving and skill in real 
situations. 

• Volunteering: Growing in usage as both a development opportunity for individuals 
and teams and also for carrying out an employer’s corporate social responsibility 
commitments. Timberland is amongst a number of companies who commit com-
pany time and money to collective efort to assist community projects. 

At Google, giving staf time not only to learn but to innovate in their jobs is enshrined in 
Google’s working practices. Te most notable manifestation of this is the company ‘70– 
20–10’ policy for engineers, which prescribes that each programmer should spend only 
around 70% of their time doing their core job. Twenty per cent should be spent on related 
activity or a project that will help them do their core job better while the remaining 10% 
can be spent on less focused ‘blue sky’ thinking, such as dreaming up new products. Te 
fruits of this policy are evident in the ongoing streams of new and innovative products. 

Employees (known as ‘Googlers’) are given a chance for both personal development 
and a taste of the wider business. Examples include a job shadowing programme and 
an ‘ambassadors’ programme, where European staf can undertake a job swap with a 
Googler from the Asia–Pacifc region. Personal and skills development are also refected 
in the GTG (Googler to Googler) learning initiative, a series of training sessions given 
by Google staf for their colleagues. Sessions can cover skills as diverse as coding, math-
ematics or salsa dancing. 

On-the-job development 

Since most adults appear to learn best by experience, on-the-job learning is therefore 
likely to be the primary source of development. When skills are built through work, not 
just in addition to work, building capabilities becomes everyone’s job, especially manag-
ers’. Structural support for this could involve rethinking the annual performance review 
process to provide more regular feedback, periodic check-ins, opportunities to take part 
in projects, setting goals and creating plans to develop skills. At Unilever responsibilities 
for learning are clear: individuals are responsible for managing their own learning; line 
managers are responsible for supporting them: L&D and HR for building a learning cul-
ture. Rather than work getting in the way of development, development is part of work. 

One of the key sources of development on-the-job is having some challenge, without 
being ‘stretched’ to breaking point. Job enrichment is achieved by making job content 
more challenging, either technically or managerially. It could be thought of as deepening 
the job and develops ability in a current role. Challenges come in various forms and have 
greater or lesser motivational efect depending on the individual. Typically, a rewarding 
form of development occurs when someone is given responsibility for a venture whose 
outcome is not guaranteed, where the outcome is important and noted by others. It is 
important that achievements should be recognised by others, especially managers, and 
appropriate rewards (even if only a show of esteem) be given. 

Another key source of learning is variety. Tis can also take many forms, includ-
ing the chance to try new things, meet new people, develop new work interests. Again, 
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imaginative problem-solving between manager and direct report can assist in identify-
ing opportunities for variety in any job, however mundane. Having the opportunity to 
represent your employer at a conference, for instance, can be useful. Ironically, hardships 
are apparently a major source of development, providing that people are able to recover 
some learning from the experience. Some people may fnd the ongoing cost-cutting 
approach represents a form of hardship. Focusing on how to overcome difculties can 
generate positive and creative solutions. Having a (peer) mentor can help in this process. 
Other people, especially bosses, are a major source of development. Te role-modelling 
efect is strong – with both good and bad bosses – and emphasises the importance of 
training senior managers to act consistently with organisational values. 

Other on-the-job methods of development include: 

• Career counselling. Some major corporations have trained directors to act as career 
counsellors for other people. Tis is an organisation-wide responsibility, rather 
than being restricted to direct reporting relationships. Each director takes on a 
small ‘caseload’ of people who are regarded as key to the future, but for whom there 
may be no immediate prospect of promotion. Te benefts in the form of improved 
morale and retention of key people can be great. 

• Delegating: Either temporarily or permanently. Giving a person part of your job 
to do as a development exercise. Stretches the person and develops management 
ability. 

• Feedback: Gaining regular performance feedback from colleagues (peer assess-
ment), managers and subordinates. Gives more rounded information to person, 
builds internal communication. 

• Research assignments: Short-term study with report back. Keeps people informed 
of developments in their feld; is a good refresher for the person. 

• Reading/reviewing: Circulating links to journal articles or snippets from newspa-
pers and publications. Keeps people up to date with the latest techniques and issues. 

• Self-assessment tools: In many organisations, tools are now provided to encourage 
self-development, including the use of development centres and learning resource 
centres. Tese can ofen include skills inventories, behavioural instruments and 
provide routes to relevant learning resources. 

• ‘Sitting by Nellie’ or pairing: A traditional method of learning involving one indi-
vidual partnering a more experienced person and having them explain what they 
are doing. Trains the person in the detail of the job – can be part of coaching. 

• Task forces: Groups of people from diferent parts of the organisation asked 
to examine a specifc issue, as a team, from a variety of perspectives. Improves 
inter-department communication, helps solve real work problems. 

• Team building: Events run with small specifc team to promote understanding of 
individual roles and contribution. Helps to play to people’s particular strengths. 

• Visits: Arranging a tour for small groups or individuals to other organisations or parts 
of the group to observe processes. Broadens knowledge, creates exchange of ideas. 

Coaching and mentoring 

Coaching and mentoring are two of the more powerful ways to support other people’s 
development. Knowledge workers in agile organisations want managers who are less 
directive and who have more of a coaching style. Coaching involves managers having 
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regular conversations with individuals and the team about tasks they could take on, 
which would stretch them to improve their skills and knowledge. Coaching managers 
give support and guidance rather than instructions, ask questions rather than provide 
answers and also give direct feedback to the learner, helping workers reach decisions 
themselves. Te emphasis should be on building to strengths, rather than on overcoming 
weaknesses, and on opportunities, rather than problems. Tis increases the skills base 
and strengthens communication. 

Many line managers, especially those with a technical background, may need train-
ing to develop a coaching style of management. Organisations such as British-American 
Tobacco and Microsof train managers in coaching skills. Ofen training is ofered to 
managers in tandem with new appraisal schemes which generally separate out job review 
processes from development discussions and review how well managers develop others 
in their own performance management and reward processes. With honest appraisal 
and support for team-working (including a reward strategy that reinforces team devel-
opment), human and organisational needs can converge and lead to an energizing new 
working environment. 

Mentoring typically takes a longer term, much less task-focused perspective, and 
generally focuses on issues relating to career development. Mentors are not usually in 
a line reporting relationship with the mentee and are generally at a more senior level in 
the hierarchy than the learner and will ofen involve role modelling. Tis can increase 
the learner’s understanding of how the organisation operates and is useful for exploring 
career development issues as well as gaining sponsorship. Many mentors do not work in 
the same organization as the learner, and increasingly relationships formed through net-
working are a primary source of contacts and development advice. Te mix will depend 
on the needs of both the business and of individuals, but a planned investment in devel-
oping coaches and mentors throughout an organisation will pay dividends in providing 
a supportive culture for talent management. 

Peer mentoring 

Many organisations encourage peer mentoring to address both individual needs for 
access to information and support and organisational needs for teamwork and greater 
collaboration across silos. Peer mentoring involves two, three or more individuals agree-
ing to have a development relationship with one another with the clear purpose of sup-
porting individuals to achieve their job objectives. HR can create mechanisms whereby 
peers can identify likely peer ‘resources’ and establish such relationships. Ofen this is 
through the use of a database of people who have specifc expertise and who are will-
ing to act as peer mentors. Tese can be matched against people who express specifc 
needs. HR can help people to think through their objectives and give guidance on how 
to approach peers with a view to forming a formal mentoring relationship. Sometimes 
organising a café-style kick-of event helps to get peer mentoring underway. 

At Prudential Portfolio Managers an online system described informally as a global 
virtual university allows for just-in-time training. Tis covers 11 technical areas such as 
portfolio management, and generic skills such as delegation and performance manage-
ment. Knowledge management is built into the system. Tis gives people the resources 
they need to manage their own learning following an assessment of their skill needs. 
Sometimes people are looking for a mentoring relationship with someone who can help 
them increase their understanding of how another part of the business operates. Other 
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people wish to link up with individuals who have developed their careers in particular 
ways within organisations. When an employee enters a particular learning area, the frst 
page supplies the names and contact details of other employees with expertise in the area 
who are willing to provide support. 

Ideally, a peer coaching relationship should ofer participants reciprocal benefts. One 
example is a training manager and a human resources manager from the same organ-
isation who were called on to work on the same major project for a period of several 
months. Tere was a history of some hostility between the two departments which they 
represented, and, as individuals, they did not warm to each other’s styles. However, 
they took the decision to go through a formal contracting process to see if they could 
help each other. Te project proved to have benefts for both individuals and for their 
departments. Te individuals concerned now have a much greater understanding of one 
another’s needs and what they can ofer. 

Participation 

Skills development can occur in other ways too. Participation in workplace decisions can 
improve the capabilities of employees, enabling them to perform better. It can improve 
communication and coordination among employees and organisational departments 
and help integrate the diferent jobs or departments that contribute to an overall task. 
Employee Involvement (EI) interventions can improve employee motivation, particularly 
when they satisfy important individual needs. Motivation is translated into improved 
performance when people have the necessary skills and knowledge to perform well and 
when the technology and work situation allow people to afect productivity. Skill train-
ing in group problem solving and communication can increase employee participation 
in decision making (Cummings and Worley 2014; Dignan 2019; Cheung-Judge and 
Holbeche 2021). 

Evaluation 

Learning and development is ofen considered a cost rather than an investment and L&D 
professionals are expected to prove the value of their learning programmes. Evaluation 
frameworks – such as the Organisational Elements Model (OEM): Kaufman, Keller 
and Watkins (1995); Responsive evaluation: Pulley (1994); Te Success Case Method: 
Brinkerhof (2005) – have mainly been designed for the purpose of assessing the value 
of training rather than other learning interventions. Talheimer’s Learning-Transfer 
Evaluation Model (LTEM), which assesses learning at eight levels, states that training 
has only been successful when the participant applies the learned material in their be-
haviour. Many frameworks derive from Donald Kirkpatrick’s (1996) original evaluation 
framework which four levels of assessment: 

1 Reaction – what do participants think about the activity at the time? 
2 Learning – how have skills, knowledge or attitudes improved as a result of the 

activity? 
3 Behaviour – how does participants’ changed behaviour afect their constituents, 

e.g. their workgroup? 
4 Results – how do these improved behaviours, skills and knowledge translate into 

bottom-line impact? 
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Tis last point is perhaps the most critical from the business perspective. A metrics 
dashboard can assess skill development progress but increasingly ‘hard’ measures of the 
impact of development activities are required. Tese are always very difcult to distin-
guish from a host of other variables. IES (Tamkin et al. 2002) reminds us that that not 
everything has to be measured in fnancial terms but can also be measured in behav-
ioural impacts, i.e. how well a learning initiative has been able to infuence employees’ 
behaviour. For example, you might also want to measure whether your employees have 
started using new platforms, whether teams are functioning more efectively, whether 
people are taking part in discussions more actively, or whether leaders have started 
having 1:1s with their team members more ofen. 

To efectively measure the impact of learning, it’s important to combine qualitative 
data like employee feedback, behavioural patterns, and other observations with quan-
titative data from various sources, including your learning platforms and quantitative 
surveys. Moreover, while social media, simulations, games, and Massive Open Online 
Course (MOOC) are increasingly being used, we need a better understanding of their 
efectiveness. Brinkerhof (in Tamkin et al. 2002) suggests focusing on three questions: 

• How well is our organisation using learning to drive needed performance 
improvement? 

• What is our organisation doing that facilitates performance improvement from 
learning? What needs to be maintained and strengthened? 

• What is our organisation doing, or not doing, that impedes performance improve-
ment from learning? What needs to change? 

To measure the direct impact of individual learning on business performance (Level Four 
evaluation) the link between the objectives of the individual, the development activity 
and the individual’s performance must be strong and credible. Kirkpatrick suggests the 
following guidelines to implementation when trying to assess the impact of training on 
business results: 

• Use a control group, if possible 
• Allow enough time for results to be achieved 
• Measure both before and afer training, if feasible 
• Repeat the measurement at appropriate times 
• Consider the cost of evaluation versus the potential benefts 
• Be satisfed with the evidence if absolute proof isn’t possible to attain. 

In one fnancial services organisation, poor business results led to a freeze on promo-
tions and a squeeze on management development with any spend needing to be fully 
justifed. Te HRD team, in partnership with some of the business heads, argued that the 
company would lose some of its ‘star’ employees unless some form of development was 
ofered. Te question was, where should limited investment be focused? 

Te HRD team had been engaged in the identifcation of leadership competencies 
and it was decided that these could be used as the basis of a development centre for an 
identifed group of ‘at-risk’ high-fyers. In addition to aiding retention, the outputs of 
the centre were to be information, which individuals could use to drive their personal 
development plans with their managers. To ensure that these plans could be relevant, 
managers were involved before and afer the event in identifying individual objectives 
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and in providing on-the-job coaching. Managers clearly needed, and received, careful 
briefng about their role. 

Individuals and managers needed to discuss and agree, prior to the event, what the 
individual’s main development needs were relative to the competencies. Various tools 
were provided, including 360-degree feedback, to help them to prioritize objectives. 
Tey had to be quite specifc about how addressing that need would help. So they had to 
answer questions such as: 

• If you were to learn to deal better with that situation, what diference would that 
make to you, to other people and the business? 

• How will you know that you are making progress on that objective? How will you 
deal diferently with the situation? 

• How will people respond diferently to you? What diference will that make to you, 
to others and to the business? 

Participants therefore came with very clear objectives and measures of success in mind. 
Tey were active partners with the HRD and Management team who were delivering the 
activities to ensure that the centre met their needs. 

Immediately following the centre, individuals met with their manager and agreed a 
practical action plan to build on the outputs of the centre. Te participants were followed 
up over the next 18 months at three- and six-monthly intervals. Te results were im-
pressive. In addition to the ‘sof’ targets of the centre, such as making people feel valued, 
boosting morale etc., there were many examples of the impact on the bottom line of im-
proved performance as a result of people taking part in the centre. One participant was 
able to pinpoint how, by changing his own leadership style as a result of the feedback and 
coaching he had received, he was managing his own team more efectively (and the team 
agreed). Nothing else had changed – it was the same team, and the market conditions 
were just as tough. However, within a year of the centre, that team had outperformed all 
other comparable teams, producing millions of pounds’ worth of extra sales revenue. 

Pressure to prove that development activities add value is usually at its highest when 
business results mean that every item of expenditure needs to be justifed. However, 
carrying out evaluations on this scale can be time consuming and costly too, except that 
the costs are likely to be hidden. Tis is partly because salaries of trainers and trainees 
are usually excluded when costs are calculated. Marilyn McDougall and Angela Mulvie 
(1997) carried out a study of how companies measure the impact of HRM to the bottom 
line. Tey found that many organisations make access to management knowledge and 
skills available to employees on a general basis as part of a philosophy of continuous 
learning. Participants are therefore not expected to prove how the training has helped 
them produce improved bottom-line results, though the researchers predicted that this 
situation might change. 

And indeed, the advent of technology-based training provides valuable data about the 
real impact of an intervention. It makes training accessible on demand, can reach a wider 
audience and can achieve real impact. In-person conference organisers who may previ-
ously have reached 2000 attendees at most can now reach tens of thousands of fee-paying 
attendees since geography is no barrier. 

In future, choices about where to focus development, and evaluation of outcomes 
are likely to involve use of predictive analytics, instead of trusting intuition or a hunch. 
Learning analytics can help you identify where your investments are paying of and 
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where the learning materials need to be improved to optimise the production value of 
your training. More efcient learning approaches can shorten the time to competence, 
increase retention, and decrease the average cost per learner. As the number of learners 
grows, even greater economies of scale can be achieved. Analytics can be used to assess 
the impact of upskilling on the business through stronger culture and engagement, faster 
innovation and digital transformation; the percentage of people growing their careers 
with new projects and opportunities. 

Refective activity 

• How can training and development activities, learning, and the organisation of the 
learning function best support an organisation’s business strategy? 

CONCLUSION 

It is truism that organisations that wish to attract and retain talent must provide peo-
ple with opportunities for growth. Businesses that invest in reskilling and upskilling 
their workforce will build greater agility, responsiveness to sudden market changes and 
remain competitive. We have considered learning from a broader, more strategic per-
spective that includes formal training and development; self-directed, technology-based, 
informal learning; continuous learning; coaching and capability development. 

Building a responsive, agile twenty-frst-century workforce is not just about the skills 
of the workforce; it’s about creating productive, empowered and dynamic workplaces 
where continuous improvement, learning and innovation are the norm. Senior leaders 
should build a culture of lifelong learning and encourage people to prioritise develop-
ment. HR/L&D can work towards creating a growth culture in which learning is valued 
and supported, and where the enhanced skills of the individual are put to good use. In 
such a development culture, the pressure to measure a return on every development ac-
tivity may be less strong than in a culture that believes any ofine activity is a cost. It is in 
the interest of individuals to take responsibility for managing their development, but the 
organisation can help ‘kick-start’ the process by providing people with the opportunity 
to understand what to develop and how. Tis will be enhanced in organisations where 
personal development planning is a core element of a performance review process. Even 
though returns to the business may not be immediate, investing in developing people 
will produce bigger returns in the long run. 
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CHAPTER OVERVIEW 

In previous editions of this book and earlier chapters of this edition I have looked at the 
changing nature of the psychological contract and its implications for (‘white-collar’) ca-
reers and for HR. In this chapter we return to the topic, looking at changing career expec-
tations, in particular considering the issue of how employees can achieve work-life balance, 
a career conundrum which has grown in signifcance in recent years. We shall cover: 

• Te changing psychological contract 
• Enabling mobility 
• Career pathing 
• Flexible working 

LEARNING OBJECTIVES 

• To explore how the psychological contract may be shifing 
• To discuss practical options HR can take to meet employee needs 

DOI: 10.4324/9781003219996-13 276 
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INTRODUCTION: THE CHANGING PSYCHOLOGICAL 
CAREER CONTRACT 

Te old career paradigm used to go something like this: as long as employees were do-
ing a good job, they might expect continuing employment and be able to contemplate 
promotion up a vertical career ladder. In return, the employer expected high levels of 
performance and loyalty from employees. 

However, ongoing organisational change and uncertainty since the 1990s seriously un-
dermined key aspects of this ‘psychological contract’ between employers and employees. 
‘Jobs for life’ became a thing of the past and fatter organisational structures challenged 
the expectation about career development being ‘onwards and upwards’. Employers shed 
jobs and abandoned previous career management practices based on the myth that ca-
reers could be planned by organisations. ‘Employability’ and ‘manage your own career’ 
were supposed to have replaced job security as part of the ‘new deal’. 

In the early years of the millennium, during the so-called ‘War for Talent’, the balance 
of power in the employment relationship swung in favour of skilled employees. During 
a prolonged period of growth and full employment that followed, the discussion moved 
on to less of a focus on ‘careers’ and more on ‘talent management’ (from the employer 
perspective) and ‘lifestyle’ (from the employee perspective). Yet in his 2005 book Happi-
ness: Lessons from a New Science Lord Layard argued that that there is a paradox at the 
heart of our lives. While most people want more income, the evidence suggested that in 
general people had grown no happier in the previous 50 years, even as average incomes 
have more than doubled. Tis paradox is true of Britain, the United States, continental 
Europe and Japan. Te search for a better lifestyle, and for greater balance between work 
and the rest of life, is becoming the dominant issue for most employees regardless of age. 

Fast forward to 2018 and Gallup’s State of the Workplace report shows that the pri-
mary reason people leave their jobs is for career growth opportunities. Afer all, with the 
prospect of longer working lives, people will naturally think more strategically about 
their jobs. For many employees, as ‘jobs’ are deconstructed by technology to be replaced 
by ‘tasks’, the career way ahead is unclear. And in the early stages of a potential recession 
following the pandemic crisis, with job losses and retrenchment, the power balance in 
the employment relationship appears to have swung back in favour of the employer. In 
such a scenario, the psychological contract of ‘mutual development’ is in danger of being 
breached and may cause people to ‘hunker down’ to hold on to their current roles at the 
very time when they should be actively developing new capabilities. Tis creates the risk 
of damage to employee well-being, loss of trust and a stressed and conforming rather 
than committed workforce. 

Towards a new psychological contract – helping people to help themselves 

To maintain healthy psychological contracts, career management and development 
should not simply be a question of leaving people to it. It should be a partnership between 
the organisation and individuals, since it is in both parties’ interests to collaborate. Em-
ployers should respond to employee desires for career development and employees need 
to adopt an enterprising approach to their own career development. Many employees 
would value insight and advice on how to develop their careers in the digital age, and 
on what skills and experiences they should amass to ensure their employability and job 
satisfaction in years to come. Tey want career conversations and coaching to help them 
set goals, manage their development and control their career. 
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Of course, not everyone needs help. Many employees accept responsibility for man-
aging their own career. Tey tend to be self-aware architects of change, constantly 
looking for new ways to improve their practice and challenge the status quo. Tese 
self-empowered individuals usually have a clear sense of what is important to them, 
and indeed this is a common characteristic of individuals identifed as key contributors 
by their employers. Such new-style employees are ofen motivated by teamwork and 
want to develop a range of broader skills rather than simply achieving the highest pos-
sible rank in the shortest time possible. Typically, they actively negotiate development 
opportunities as part of their recruitment package and take responsibility for their own 
learning. 

Guidance 

Companies in the fast-moving technology sector seem to be among the frst to ofer 
support for new forms of career development. Some organisations are providing self-
development processes such as development centres to help people to manage their own 
careers. People can learn what skills they have and exactly what they need to work on in 
order to get to where they want to be. Various learning platforms built on next-gen AI 
can help people understand what their career drivers are, and take stock of their talents, 
skills, job experience, motivators, aspirations and life-factors. Artifcial Intelligence will 
increasingly enable an ‘outside-in’, more rounded picture of people’s skills and capabili-
ties, capturing both the skills that people develop and use in-house and other capabilities 
evident in their social media profles. 

PricewaterhouseCoopers (PwC) ofers employees an independent career counselling 
service to help people recognise their development needs and work out what they must 
do to meet them. In one-to-one sessions people can talk through their career preferences 
and the options, both within the company and outside. Te service is self-referred and 
confdential. Individuals are helped to set objectives to enhance their performance and 
match their needs to those of the business and also create a more satisfying working life. 
Te career management service also helps employees to write their own job description. 

A key feature is the emphasis on helping individuals to clarify their personal val-
ues and to use this enhanced awareness to help them fnd ways of increasing their job 
satisfaction in the here and now. Tis twin emphasis on the needs of the organisation 
and those of the individual, on the present and the future, allows people to develop a 
pragmatic approach to development planning. 

Organisations can also provide resources and a variety of growth opportunities to 
assist employees to progress. For example, work shadowing, secondments and project 
teams give junior employees the chance to work more closely with others at a more senior 
level, while for more senior staf, taking on a community role, such as sitting on chari-
table or educational governing bodies, can provide an outlet for an individual’s skills as 
well as communicating positive messages about the organisation. 

In response to low career satisfaction ratings in a staf survey, and afer exten-
sive consultation with employees, one science-based organisation designed a range 
of self-help career tools for individuals to use. Initially, take-up of some of the tools 
was low. It was only when line managers were trained to take on a coaching role and 
employees were trained in how to apply the tools that the self-development tools became 
more widely used. Te frm drew up possible elements of a career framework as shown 
in Figure 11.1. 
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PDP's Manpower planning 
Development options guide Appraisals 

Dual tracks and fast tracks 
Career planning/self-development Development centres 

workshops Succession planning 
Career counselling 

Learning resource centre Development posts 
Equal opportunities policy 

Career planning workbooks Coaching Pay and benefits policy 

Interactive computer Secondments Selection policy 
programmes Mentoring 

Career maps/bridges 

Figure 11.1 Possible elements of a career framework. 

Te aim is to create a self-development culture and currently the organisation is focus-
ing on ‘overlap’ areas such as personal development planning processes and appraisals. 
Plans are in place to develop complementary organisational processes such as succession 
planning and pay and benefts which will add ‘muscle’ to the policies. So providing or-
ganisational support for careers can help people to help themselves. 

Case: Imperial College – Postdoc and Fellows Development Centre 

Research and innovation play a critical role in delivering competitive advantage in the 
UK’s ambitious economic and industrial strategies. Te UK Concordat to Support the 
Career Development of Researchers recognises this and aims to set the gold standard in 
researcher development. However, becoming a full-time academic at a research univer-
sity is not an easy path to travel and in most universities, researchers are lef to fend for 
themselves with respect to career development. 

An independent review led by Professor David Bogle recognised that there is still 
much to do to create the healthy and supportive culture needed to ensure researchers are 
given every opportunity to thrive and realise their potential in the increasingly diverse, 
mobile and global environment. Indeed, a study by research funder Wellcome (2019) 
points out that university researchers in the United Kingdom generally sufer from a 
toxic work culture. 78% of researchers report high levels of competition even within 
teams and lack of support, resulting in highly pressurised working environments. Only 
19% of early career researchers feel secure in pursuing their career. 

Imperial College London, a global leading research-intensive university, is tackling 
these challenges head-on. Imperial is sector-leading with regards to its specifc support 
for researchers and is the only university so far with its own dedicated centre for Postdocs 
and Fellows. For over a decade, Dr Liz Elvidge, founder and Head of the award-winning 
Postdoc and Fellows Development Centre (PFDC) at Imperial College, has been help-
ing postdoctoral researchers achieve their career goals – and also advising them about 
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a variety of diferent career paths and generally supporting their decision-making and 
skill-set building. 

Liz frst became interested in the training and development of researchers during her 
own frst stint as a postdoc. Since then, she has worked at Heriot Watt University, been Head 
of Academic Staf Development at Cambridge University and has led the Centre at Imperial 
for over 10 years. Liz’s own book What Every Postdoc Needs to Know (Elvidge et al. 2017), 
written in collaboration with two colleagues, illustrates Liz’s straightforward and empathetic 
approach and draws on her many years of experience as well as her own stint as a postdoc. 

Liz launched the Centre in 2009, with Sir Gareth Robert’s ‘SET for Success’ funding 
and set it up as a stand-alone unit loosely attached to the HR function. She subsequently 
obtained core funding for the Centre, its value having been widely recognised within the 
institution where 16% of staf are in academic roles and 35% are researchers. Te Centre’s 
small team comprises administrators and adviser/consultants, four of whom have PhDs 
and are familiar with the challenges facing researchers. 

Te challenge 

A postdoctoral research position comes afer a PhD doctorate degree. It is a fxed-term 
contract, typically funded through a grant awarded to a Principal Investigator of a re-
search project. Currently Imperial has 2,500 postdocs and fellows on its books. Afer 
completing a postdoctoral position, researchers can apply for a fellowship which provides 
funding directly to them and their research. Imperial has its own fellowship scheme, 
while there are similar schemes run by the Royal Society, Research Councils UK, and 
charities such as Wellcome. A successful fellowship will put a researcher in a good posi-
tion to apply for long-term faculty positions, such as a lectureship. 

However, only 10% of postdocs nationally go on to permanent academic positions (the 
fgure is slightly higher for Imperial postdocs). What’s more, research conducted by the 
PFDC shows that the longer people stay in postdoctoral positions, the more they want to 
become academics – yet the less likely that becomes as time goes by. In fact, four years 
seems to be a ‘breakpoint’ for postdocs, afer which time the academic door efectively 
closes, as others come through with fellowships. 

‘Tere’s a real challenge in dealing with a population where 90% will ultimately be 
disappointed and in some cases believe that they are a failure at something they have 
been doing for so long’, Liz says. Te Centre helps its users understand that being a post-
doc is not a long-term career and encourages them to be realistic about the fact that they 
are not likely to get an academic job at Imperial at the end of their contract. Terefore, 
managing their career is their own responsibility. Equally, Liz is clear that she does not 
want anyone to leave Imperial without a career, and the support on ofer via the Centre 
aims to ensure that postdocs are well placed to achieve this. Tis also means helping 
postdocs understand that careers outside of academia – such as in industry, publishing 
and research administration – should not be viewed as ‘alternative’ or lesser, but rather 
that they are all equally valid paths. 

Practical support 

Te PFDC aims to support postdocs’ career preparation whatever path they ultimately 
choose with a variety of initiatives, including pop-up briefngs following a new an-
nouncement or funding stream; leadership courses; away days and much more. When 
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postdocs arrive at Imperial, they are given a welcome booklet full of useful, practical 
information and are invited to a welcome lunch to introduce them to key contacts. Te 
Centre has a monthly online newsletter and a very active Twitter feed. 

Te PFDC ofers a programme of professional skills and career development training, 
support and opportunities, to enable all Imperial College London postdocs and Fellows 
to succeed in their current position while planning their next step. Te support on ofer 
includes: 

• Training sessions - such as preparing successful fellowship applications, persuasive 
communication and various funder showcases 

• Residential writing retreats –providing dedicated time and space to write 
• Individual support – one-to-one advisory sessions on issues that individuals would 

like to discuss, e.g. discuss their CV, job searching, fellowship applications (includ-
ing review of draf applications), lectureship positions, moving out of academia, 
issues related to working in their lab/team. 

One of the most successful initiatives is the mock interview scheme comprising realistic 
simulations for specifc posts. Any postdoc can ask for an interview for any prospec-
tive job. Liz’s team analyses the application and puts together a set of tailored interview 
questions − chaired by a member of PFDC staf, with postdocs making up the two or 
three panellists. Tese are drawn from a pool of postdoc volunteers – who also beneft 
themselves by seeing the required standard to be shortlisted and the interview process. 

‘We give them a hard time – there’s no point otherwise – but also lots of constructive 
feedback’, Liz says. ‘Around 50% of postdocs land the job following a mock interview. 
Tat’s substantially higher success rate than without one. Candidates ofen come back 
surprised and say, “the questions were virtually the same as the mock interview − how 
can that be?” Well, the answer is that we’ve been doing this a long time and we’ve got a 
database of questions’. 

In particular the Centre provides very tailored support to postdocs applying for fel-
lowships. One extraordinary success story concerns the UKRI Future Leaders Fellowship 
scheme (FLF) which aims to develop, retain, attract and sustain research and innovation 
talent in the United Kingdom and provides up to seven years of funding for at least 
550 early career researchers and innovators, tackling difcult and novel challenges. For 
round 2, the college had nine shortlisted candidates and were awarded eight. Liz and her 
team went through all the draf applications and provided mock interviews and detailed 
feedback. Te successful candidates achieved £12 million in research funding, providing 
the successful Fellows with a solid springboard for their careers. 

Next steps 

Liz and her team are not complacent however, believing that ‘We’re only as good as the 
last thing we’ve done’. Going forward, the PFDC is spearheading some new schemes, 
such as Pathways for Postdocs – an online resource portal that collates existing material 
that postdocs fnd useful in easy to digest skill-based tip sheets. Te Centre is careful in 
its use of language, so as not to appear to devalue jobs in industry relative to academic 
pathways. Te PFDC will also be launching a new shadowing scheme, allowing post-
docs to shadow staf who have studied for a PhD or postdoc, but gone into a diferent 
professional role. Initially, that will involve shadowing Imperial staf for example in the 
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research ofce or other administrative roles, but it could be rolled out to external compa-
nies, perhaps drawing on the pool of former Imperial postdocs now working in industry. 

For several years the PFDC has administered a network of postdoc reps – regular 
postdocs who represent their department, campus or larger group and raise the con-
cerns of their peers and also inform them about future opportunities. Now the PFDC is 
seeding a network of academic champions in each department, ofen full Professors, all 
of whom are known to Liz, who can make sure that the issues of postdocs are well repre-
sented at a more senior level, for example regarding training. Every postdoc at Imperial 
is contractually permitted to undertake up to ten days training allowance per year – 
something quite unique in the sector. 

Liz believes strongly that the key to credibility in a hot-house university environment 
is a reputation for successful delivery. Liz regularly meets with all Heads of Department 
to update them and exchange information about postdoc progress and opportunities. 
She is able to use her infuence, straight talking and relationship network at senior levels 
to ensure that postdocs have access to training; ‘If the Principal Investigators protest and 
say: “I really don’t think my postdoc can be doing that,” we can say: “actually, you don’t 
make that choice”’. 

Te PFDC also commissioned research looking at the barriers faced by female post-
docs as well as black, Asian and minority ethnic postdocs, when applying for fellow-
ships. Afer reviewing the results with the Vice Provost (Research), a course of action is 
planned. Liz is a member of many departmental committees and an Athena SWAN As-
sessor. In 2015, she was awarded the Dame Julia Higgins Medal for ‘outstanding support 
for female early career researchers and academics’. 

Looking ahead, Liz also notes that, while fellowship recipients, probationary lecturers 
and lecturers are all on a more solid footing than postdocs, they are still shaping the fu-
ture direction of their careers and deciding what sort of academic they want to become. 
Her thoughts are now turning to providing the practical advice and support required by 
new academics and teaching fellows. 

By any measure of impact, the type of support provided by the Centre is proving 
highly successful, not only in providing these junior, temporary staf with support in 
the vital issue of careers, but also in enhancing Imperial’s reputation as an employer. 
Imperial has held the HR Excellence in Research Award since 2012 for its ‘concrete steps 
to enhance working conditions for researchers’. Furthermore, the Centre’s work around 
the Future Leaders’ Fellows has been included in Imperial’s Research Excellence Frame-
work (REF) statement (the measure by which universities’ research success is judged), 
which helps Imperial distinguish itself further in the highly competitive global higher 
education sector. 

Refective activity 

• Postdocs usually do not end up working for the University long-term. Why should 
they be ofered career services if they are not part of the long-term staf? 

• What kind of careers advice is available in your organisation? 

ENABLING MOBILITY 

Gartner (2020) suggests that only 27% of workers feel that their employers make it easy 
to fnd and switch into attractive internal opportunities. Rigid hierarchies limit internal 
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mobility, and companies can make it quite difcult for employees to move internally. 
Mobility is not always about moving upwards – it can also entail a sideways move such as 
temporary job swaps, and involving employees in part-time projects, that can help peo-
ple gain valuable new skills and experiences. Ofen there is considerable stigma attached 
to the idea of a sideways move. Fear of failure can be a deterrent and many people who 
have experienced such moves commonly report a lack of support to help them get up to 
speed and function efectively in their new role as quickly as possible. 

In contrast, agile organisations appear to have built-in clarity about where support for 
employee mobility sits. As Aghina et al. (2015) point out: 

Agile organizations, by contrast, deliberately choose which dimension of their or-
ganizational structure will be what we call their “primary” one. Tis choice will 
dictate where individual employees work—in other words, where they are likely 
to receive coaching and training and where the infrastructure around their jobs 
is located. Day-to-day work, performance measurement, and the determination of 
rewards, on the other hand, are more likely to happen in teams that cut across formal 
structures. Te primary home of employees remains an anchor along their career 
paths, while the crosscutting teams form, dissolve, and reform as resources shif in 
response to market demands. 

Human resource and training professionals can help managers to enrich jobs and keep 
people motivated and learning on the job. For example, during the pandemic, Nation-
wide, a UK building society, committed to making all 18,000 employees feel safe and 
ofered reassurance to staf that their roles would be secure for the year ahead. Tis 
led to new thinking about redeploying staf diferently. HR and L&D professionals 
can also encourage employees to take a positive view of lateral career development. 
Some organisations deliberately position sideways moves as developmental. Tey 
feature strongly in company newsletters individuals working on lateral transfers and 
pay one-of bonuses in recognition of the efort and learning curve involved. Since 
lateral moves ofen release bottlenecks and create opportunities for others, care has 
to be taken to ensure that the benefts of sideways moves do not seem biased in the 
organisation’s favour. 

Setting up a formal internal mobility programme 

A strategy is needed to equip diverse people to drive their own career moves by gaining 
experience, building networks and growing their reputation. To make internal mobility 
achievable across an entire company requires some programming. Tis is where a 
well-thought-out policy on lateral moves and the provision of help where necessary 
can make it possible for individuals to step out comfort zones and embrace new expe-
riences. Companies should communicate with their employees about the organisation’s 
career development philosophy and drive an ongoing discussion around internal mo-
bility. Important questions may include: What is the role of the employee versus the 
role of the manager? Are employees empowered to drive their own career movement, 
or are managers responsible for orchestrating career moves? Furthermore, what is the 
company’s perspective on, and management of, critical career success factors such as 
depth versus breadth of expertise, international assignments, and level of mobility? 
Factors such as these can help inform employees’ career decisions. 
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Setting up an internal mobility programme requires deliberate efort to identify 
the pathways to mobility, so that you can communicate where the opportunities are. 
Job requirements can be defned in ways which enable people to undertake a realistic 
self-assessment and competencies can help ensure a good match between opportunity 
and the potential candidate. Tis way, a data bank of people requiring specifc forms 
of development can be matched against available options that may include job swaps 
and secondments. Corporate structures that block internal mobility and talent hoarding 
managers must be put in their place – team members must feel free to consider internal 
moves without the risk of penalty. 

A good talent mobility platform can help match people to opportunities and enable 
these nimbler forms of mobility. Bersin (2020) provides an overview of various Talent 
Marketplace platforms but also points out that this is not a solution that can be ‘solved’ 
simply by buying a sofware tool or platform. ‘Creating a culture of internal mobility is 
a top to bottom efort. It changes the way careers work; it changes the way you reward 
and pay people; and it changes the nature of management, leadership, and learning’. 

Te increased mobility of staf can also be assisted by greater awareness of the roles of 
diferent business groups, ofen gained from briefngs hosted by diferent business groups 
at the place of work. Where this is combined with an open job posting scheme, ‘sur-
prising’ moves can prove very successful for all concerned. Technology can dynamically 
provide insights into what people are learning – so people can be matched with jobs and 
stretch opportunities. GE for example has an online portal where employees can post 
their skills and desired opportunities and managers with vacancies and projects can be 
signposted to staf with requisite skills. Training and coaching can help, especially in pro-
viding employees in new roles with the ‘new tools of their trade’. Again, Human Resource 
professionals can facilitate this process to ensure that human capital is being maximised. 

CAREER PATHING 

As the road to internal career progress is rarely clear, companies must be more creative 
when thinking about the nature of the road and the destination. Career pathing and in-
ternal mobility sofware can help systematise the process, increase the visibility of oppor-
tunities and make it easier to identify and grow internal talent. Mobilising internal talent 
is benefcial; Glassdoor research suggests that articulating a prosperous career path and 
maintaining a positive culture are the most important ways to ensure worker satisfaction. 

Career pathing is about fnding the sweet spot between worker aspirations and capa-
bilities and the goals of the frm. To be most efective career pathing should be integrated 
into a company’s overall talent management strategy. By aligning talent management 
processes and providing linkage between job roles, desired competencies and key experi-
ences, career paths can lead to a well-rounded, highly trained workforce that is agile and 
equipped to deal with future challenges. 

One British local authority had difculties recruiting and retaining junior staf work-
ing in its customer call centres. Te work was not well paid and there were few opportu-
nities for progression. Many employees wanted to stay working locally and, when they 
became frustrated at the lack of opportunity to move on to a higher paying job within 
the council, they tended to move to higher paying jobs in the local area instead, usually 
having completed their lengthy and expensive training programme. To try and stem this 
outfow of now well qualifed staf, HR&OD, working with an external consultant, led a 
process to identify with stakeholders a number of career paths to other parts of the local 
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authority. Career centre staf were involved in the process and their needs and motiva-
tions were taken into account. Former call centre staf who had ‘made it’ to new positions 
within the council were also involved. Tis provided a rich seam of information and 
experience for ambitious employees to draw on. 

Proposed career paths were considered and refned by all parties and supervisors were 
trained to hold career conversations with staf. Many former call centre staf have subse-
quently made lateral moves or gained promotions in other parts of the council. Te call 
centre is now seen as a desirable place to work and has also become a recognised talent 
pool for the whole organisation. Locally, the council’s reputation has become that of em-
ployer of choice and there is no shortage of new candidates eager to work in the call centre. 

Process of developing career paths 

To create career paths, it is vital to consult subject-matter experts, interview functional 
leaders, job holders and carry out external industry benchmarking. As developing career 
paths can be complex, sofware that has career pathing and internal mobility capabilities 
can help. Tis will help you systematise your eforts and make internal mobility more 
accessible and achievable across your entire company. 

I have adapted the process suggested by Cao and Tomas (2013) as follows: 

Create a career roadmap 

Tese show what a prototypical career looks like in terms of sequential positions, roles, 
and stages that are typically presented in a diagram. Tey outline common avenues for 
moving within and across jobs in ways that facilitate growth and career advancement. 
Typical questions to explore when defning career paths include: 

• What are the target jobs? Given the purposes for which you are developing career 
paths, what set of jobs, occupations, roles/or levels does it make sense to target? 

• What are the positions or roles that comprise a typical career path of a person in 
this job/occupation? 

• What series of positions or roles should a person hold if his or her goal is to make it 
to a more senior level in this job/occupation? 

• How does the typical career path of today difer from the career path of the future, 
given the organisation’s strategic direction? 

• What positions or roles will comprise a successful career path in the future? 
• What positions/roles/jobs allow one to gain the experience and competencies im-

portant at higher levels, and how do they ft together to form a career path? 
• What positions/roles/jobs tend to lead to promotions, and how do they ft together 

to form a career path? 
• Are there realistic or typical paths that cut across units or departments within the 

organisation? If so, what are those paths? 

Draf career paths 

Organisations may use existing competency grades or job bands to defne vertical 
and horizontal hierarchies at each career stage and they can also do so by compiling 
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organisational knowledge to create a general framework. Some companies choose to 
provide additional information such as common moves and critical development ex-
periences when changing careers, the number of employees in a particular job role 
and the growth across those populations, and diferent job categories in particular 
business units. Tis information is particularly useful as employees become more ver-
satile and move across job roles in diferent parts of the business to increase their 
capability. 

• Are any typical career paths missing from the initial draf model? 
• Are any of the draf paths inaccurate or uncommon? 
• How should the initial draf career paths be changed to refect the organisation’s 

strategic direction? 
• Do the initial draf paths capture both realistic paths within this occupation, and 

realistic cross-occupation paths? If not, what paths are missing? 

Build position profles 

Tese create distinctions between job roles in career paths by outlining their core respon-
sibilities, skills and requirements. It is also important to determine the qualifcations and 
expertise associated with diferent career positions, roles and stages. Tis might include 
the recommended or required qualifcations, skills, technical training, licenses and cer-
tifcations for successful job holders. 

• Review the required qualifcations at each level. What additional education or 
training (if any) would you recommend that a person have to perform well at a 
higher level? 

• What general types of experience would you recommend that a person have to 
perform well at this level? 

• Are there certifcations for this job that are not required, but that you would 
recommend obtaining? 

• What are the key developmental experiences that a person must obtain at this point 
in his or her career that will prepare him or her for the next career step? 

• Are there specifc stretch assignments that a person should seek at this point in his 
or her career? 

• Expertise. Within a given career path, what is the relative value of breadth versus 
depth of expertise for (a) individual success and (b) organisational success? 

• Connectivity. To what extent are various career or occupational paths intercon-
nected, and how might such connections be used for individual, organisational or 
industry growth? 

Identify core competencies and expected behaviours 

Competencies should specify the diferentiating behaviour of outstanding performers, 
and also serve as performance standards that defne expected results in diferent func-
tions. Some companies have introduced the concept of ‘vertically integrated’ competen-
cies in order to vertically align career path design with the strategic talent management 
process. Tese tend to be the same competencies from one career stage to the next but 
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difer in their expected scope (e.g. basic understanding, basic profciency, expert level) 
and impact at each level. 

• Review the overall list of competencies associated with the job. Which, if any, of 
those competencies are accrued or strengthened at the frst point in the career path? 

• Does the relative importance of this competency increase or decrease at successive 
levels or roles in the organisation? If so, how? 

• Are there patterns or combinations of competencies that are valuable and should 
be identifed in the path? 

Incorporate training and development 

Organisations can link career paths to employee development by prioritising position pro-
fle characteristics and identifying key experiences that employees should acquire (depth 
and/or breadth) as they move along the career path. What specifc competencies would 
be strengthened through critical developmental experience X? What skills or capabilities 
does a person gain through that experience? Training can help upskill employees so they 
can more easily switch to a new internal role and contribute faster once they switch. De-
velopmental opportunities may include, for example, leadership training courses, stretch 
assignments, cross-functional teams, proft and loss responsibility or international as-
signments. Tese experiences provide the opportunity to develop competencies that are 
important for the next career stage. Outlining critical development experiences allows 
managers and employees to have more meaningful career conversations. 

Establish accountability 

Organisations should build accountability for the process by defning the roles and re-
sponsibilities of individuals who support it. An internal hiring target will encourage HR 
to hire internally at least some of the time and hiring managers to consider the internal 
wealth of talent. Success stories will motivate hiring managers to consider internal talent 
and encourage your existing employees to keep an eye on internal opportunities, while 
making your company more attractive to external recruits. 

To empower managers to become career champions, HR should provide managers 
and employees with the necessary tools, guidelines, templates, and training to ensure 
that both parties are committed to their role in the career development process and un-
derstand its importance. Potential career management resources could include physical 
or virtual career development Centres of Excellence, career advisors, training to help 
managers become better career coaches, employee self-assessments, and career discus-
sion guides. Te British Council ofers sessions for staf on ‘my career and aspirations 
conversations’ and one for managers on how to lead these in an open, honest and bal-
anced way: setting it up, preparation, rapport, listening, questioning, coaching, action 
planning, etc. 

Measure internal hiring success 

Tere are many benefts to building workforce mobility. Comprehensively measuring 
and monitoring the outcomes of internal talent mobility will prove that hiring inter-
nally is simply cheaper and less risky than hiring externally. In a learning culture people 
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become more mobile, learn faster and stay longer since in organisations that actively plan 
for careers and provide ongoing training and a clear career path people may feel there is 
a future for them in the organisation. By developing people’s skills companies efectively 
build talent pools for succession purposes. 

Case: developing innovative career tracks in a scientifc environment 

In recent years, especially in organisations with fatter structures, the trend for career 
development to take place through a generalist route has become well established, even 
within scientifc/technical environments. ‘Core’ employees have by implication been en-
couraged to become multi-skilled, business-oriented individuals and ofen the only way 
to make vertical career progress is by taking on management or customer facing roles. 
Reverting to traditional technical ladders can help employers retain the specialist staf 
they need. For instance, Schlumberger, the oil services group, introduced a career path 
for the technical community which has proved to be a strong motivator. Recruits were 
promised promotions, status and compensation comparable to those of senior managers, 
as well as opportunities to shape research and product-development agendas. Schlum-
berger has also become one of the exploration and production industry’s leading recruit-
ers of women engineers by introducing fexible working practices (Guthridge et al. 2008). 

One UK organisation operating as part of a government agency directly employs large 
numbers of scientifc and engineering staf, almost all of whom are highly qualifed. On 
the whole, the workforce has a relatively young age profle with 44% of employees being 
between the ages of 20 and 30. Te organisation is attractive to many potential recruits 
because of the high-powered scientifc nature of the work carried out. However, many 
recruits join with high expectations about rapid pay progression. Given the constraints 
on public sector pay awards, shrinking incomes and the ongoing uncertainty of the sec-
tor within which the organisation operates, these expectations are somewhat doomed to 
disappointment. 

Te organisation operates a matrix structure, with pressure to reduce bureaucracy 
and fxed overheads. Te business requires that customer requirements are captured 
quickly and that a more fexible service is ofered to a wider range of clients. Te majority 
of the work carried out is project based. To achieve these objectives, the organisation 
needs to continue to attract but also retain high-calibre staf. On the plus side, the work 
is challenging and rewarding but on its own this is not enough to retain high-calibre staf 
who can earn more in commercial companies. Technical training is widely available and 
there is some management training although some of this is unfocused. Te organisation 
has a ‘sink or swim’ environment, which appeals to some of the high-fyers, although 
some people quickly ‘go stale’. On the whole, staf are highly educated and articulate, 
with high expectations. Retention is becoming an issue since many employees can see no 
obvious career progression. 

Career issues 

Prior to UK central government reforms, most of the civil service operated a similar 
pay and grading system which allowed for a degree of mobility for employees through 
a well-established system of promotion boards. Individuals could ask for and receive 
career counselling from senior civil servants. Promotion was ofen achieved by migrat-
ing between government departments and smaller entities, such as the organisation in 
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question. Career ladders for both management and scientifc grades co-existed up to 
certain senior levels. Despite the many limitations of the previous system, it did have the 
beneft of ofering clarity. 

In the current set-up, obvious technical career ladders have disappeared. Formal pro-
gression systems such as through gradings, job titles and pay have also been disaggre-
gated. In theory, this separation should make progression on merit easier. However, in 
real terms the system ofers drawbacks as far as employees are concerned and also in 
meeting the needs of the internal job market. Where once a person’s job grade was used 
as a proxy for likely competence by project managers who were choosing staf for new 
projects, the complexity of the new system means that resourcing projects is very much a 
matter for the resource manager (who knows the population’s skills) and project manag-
ers. Tis means that employees need to maintain good relations with resource managers 
if they wish to have their interests promoted for interesting projects. 

In terms of career progression, while technical and managerial careers do exist, most 
employees soon learn that what amounts to career advancement is through customer-
facing roles such as project management. Te current structure ofers limited scope for 
other forms of advancement. A few posts exist for technical leaders who are role models 
and quality monitors. Similarly, a few resource managers are responsible for allocating 
individuals to projects. Apart from these roles, progression to business area manager is 
what most employees are likely to aspire to and qualifcations for these roles are largely 
based on having taken responsibility for managing projects of increasing size and 
complexity. 

Tis leads to the problem that employees perceive that the only way to progress is 
through management and that the organisation does not value technical work. Whereas 
in the past, employees would have been encouraged, and expected, to spend several 
years in purely scientifc roles, now it is not uncommon for employees to be managing 
customer projects within their frst year of employment. For people who join the or-
ganisation with a strong desire to carry out scientifc work, the current options are dis-
appointing since they are obliged to leave behind the detailed scientifc work if they want 
to be promoted. Some leave the organisation afer a few years to carry out more highly 
paid project management roles in industry. Tey reason that since they are not doing 
what they wanted to do, namely scientifc work, they might as well be more highly paid 
for managerial work elsewhere. Another problem is that early access to project manage-
ment roles, and the relatively quick progression this makes possible for some, means that 
promotion opportunities tend to dwindle by the time people are in their early thirties. 
Again, this is a critical age for turnover. 

Career tracks, not ladders 

To address the problem the HR team, in partnership with management, adopted a fve-
phase strategy for career development. Te aims of the proposed system were as follows: 

• To meet individual needs and aspirations 
• To create a system which is manageable and afordable 
• To provide public recognition of status 
• To ensure that the new system is fully integrated with HR 
• To be fexible and enable individuals to switch between career tracks 
• To be consistent with the parent organisation’s systems and processes 
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Te phases were as follows: 

1. Research into staf aspirations and gaining ownership 
2. Competency profling 
3. Developing a training framework 
4. Developing a coaching culture 
5. Defning career stages and developing a range of career tracks which are clear, fea-

sible and desirable to employees 

Te research process involved a wide range of staf and senior management as well as 
some former staf. In response to the fndings, a Career Levels framework was intro-
duced to ofer people clear insight into a wider range of choices and the kinds of devel-
opment needed to support those choices. Each level is defned in terms of inputs, i.e. the 
knowledge, skills, understanding of the individual, as well as outputs, or how they apply 
these and the criteria they need to meet to deliver at that level. 

Levels are primarily a refection of the individual’s personal contribution rather 
than a defnition of a job or role. Te framework uses clear technical and managerial 
competencies to defne the kinds of roles people can engage in to match their own 
levels of development. While there are two primary career routes – technical and 
managerial – each route contains a number of common features and things which 
must be achieved in order for careers to progress, including zigzagging between these 
routes. 

Employees will not be required to move jobs in order to move up the levels, but people 
will be expected to grow their own jobs, taking on new responsibilities and developing 
their contribution. It is also intended that people will be able to progress upward through 
the career levels, with the gaps growing larger between the ‘higher’ levels, or sideways to 
develop additional competencies or expertise. 

Since the concept of levels applies to the person rather than the post, people hoping 
to move up a level follow the same system as people not changing jobs, i.e. they have to 
demonstrate evidence at their annual review that they are operating at a higher level. 
Open job posting was introduced and opportunities are advertised with an indication 
of the skills and competencies required for the post. Anyone with the required compe-
tencies can apply for job opportunities, and could be accepted, for any level. Professional 
development alone will be not be sufcient to ensure level adjustment but will be consid-
ered alongside other evidence of relevant experience. It is how the development is used 
that matters. 

An important element of this framework is enabling line managers, including project 
managers, to become better coaches and developers of people who can provide real sup-
port for development. Levels provide much needed clarity about technical careers and 
enable staf to measure their progress. Tey provide a mechanism for matching capabil-
ity to customer need now and in the future. Tey are also a planning tool for assessing 
needs for recruitment, development and succession purposes. Tey can also be used to 
create team profles. 

Refective activity 

• What do you consider to be the pros and cons of the career approach described in 
this case study? 
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CAREERS AND WORK-LIFE BALANCE 

For many employees ‘career’ now means having the chance to also pay attention to other 
parts of their lives. Arguably, this is an area where responsible employers can provide 
clear and unequivocal support for better balance, rather than appearing to endorse the 
principle of work–life balance but doing nothing to make reality match the aspiration. 
Employers can ofer fexible work schedules and ensure employees to take their holiday 
entitlement. Senior managers must act as role models with respect to balance and en-
courage others to work fexibly. 

In the United Kingdom, organisations such as Watford Borough Council have 
developed clear family-friendly policies such as providing childcare vouchers and 
are supportive of fexible working. Littlewoods recognises that employees have a life 
(and dependants) outside work. Company policies allow people to change their work 
patterns as their circumstances change, for instance with elder care arrangements. Job-
shares are encouraged and time of for emergencies is considered normal so that people 
do not have to resort to subterfuge to deal with a family crisis. Business Express, which 
is part of the Littlewoods group, ofers employees fve days’ paid leave for family rea-
sons each year. Fathers have ten days’ paternity leave as a right. Having this as a right 
means that employees are more likely to be open about their needs rather than simply 
taking ‘sick’ leave. Tis means that the organisation can plan for the leave and avoid 
unexpected downtime. 

US casual-lifestyle retailer Eddie Bauer uses its work–life programmes to help 
employees lead more productive and balanced lives. Te frm has won many accolades 
for its approaches to employee support, including being named as one of the ‘Best Com-
panies to Work For’ by Washington CEO magazine. A fexible work environment and an 
exceptional benefts package that covers routine and non-routine challenges of work and 
home make Eddie Bauer an employer of choice. Te Employee Assistance programme 
ofers a Child and Elder Care consulting and referral service; this gives employees and 
their family members access to personal counselling and legal and fnancial assistance. 

Among other initiatives introduced are: 

• Balance Day, a free day once a year when employees can ‘call in well’. Tis is in 
addition to normal time of 

• As well as the usual array of benefts, extras include a casual dress code and alter-
native transport options such as preferred parking for carpools 

• Its Customized Work Environment programme ofers options such as job-sharing, 
a compressed workweek and telecommuting 

• A plan that allows employees to enjoy group buying power for mortgage loan 
discounts 

• Emergency child-care. 

Employers with employee-friendly policies argue that these policies are helping the busi-
ness, as well as employees. In the case of Eddie Bauer, the work–life programmes have led 
to fewer sick days, less absenteeism and lower health-care costs. Lloyds TSB’s policies are 
based on the belief that by ofering employees peace of mind they are more likely to see 
greater productivity. By encouraging an overt and planned approach to leave for family 
issues, the company can also plan and arrange appropriate cover. Retention has also 
improved since people appreciate working for a supportive employer. At the UK City of 
Bradford Council, staf value the council’s eforts to promote a good work–life balance, 
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including its investment in services such as life coaching, cognitive behavioural therapy 
and alternative therapies. Staf can carry out voluntary work during council time if they 
match it with the same amount of their own time. 

Flexible working 

Flexibility has been a buzzword for decades. It applies to both the need for organisations 
to structure themselves so that they are highly responsive to the changing environment 
and also the efect this has on the nature of employment. Successive UK governments 
have introduced legislation to make fexible working more widely available and it has 
been strongly supported by employer organisations, trade unions and campaigning bod-
ies. Flexible working is seen as helping families and individuals reconcile caring respon-
sibilities and work, as an important means of increasing the quality of work and also 
delivering economic benefts such as better retention and recruitment and better produc-
tivity (Beatson 2019). So great are employee desires for fexibility that some are opting 
to become Charles Handy’s ‘portfolio’ workers, who create their own career profles by 
juggling several roles. Te term ‘sunlighting’ is used to describe people who take time of 
from their regular work to do paid work elsewhere. 

While prior to the pandemic most employees still worked traditional hours, ofen 
with a commute at either end of the day, in the United Kingdom, the number of part-
time jobs increased faster than full-time equivalents rising from 6 million in 1992 to 
8.59 million by 2019. Part-time and shif working are well established in the manufac-
turing, retail and leisure industries. People working part-time (mainly women at the 
time of writing) can arrange their schedule in a variety of ways (working mornings 
only for example). However such jobs tend to be more vulnerable to lay-ofs during 
difcult periods and in periods of high unemployment, people prefer full-time jobs 
rather than part-time. In 2017, over 60% of people working part-time in Spain and 
Italy wanted a full-time job and 40% in France. Tis compares with 13% in the United 
Kingdom, 11% in Germany and 6% in the United States (OECD database. All fgures 
include self-employed). 

Despite the professed desire of employees for fexible working the underlying trend 
for all other forms of fexible working covered in the CIPD’s Megatrends survey (Beat-
son 2019) is fat and much of any modest rise is driven by the increase in zero-hours 
contracts, which in large part refects better reporting rather than increased use. Even 
though the pandemic has led to many workforces being based at home, research suggests 
that many younger people, mainly men, aim to return to ofce working. And while the 
range of fexible working options has increased in recent years, it appears that concerns 
over career progression are still preventing certain groups, especially fathers, senior and 
middle managers, from requesting a fexible working pattern. 

So if fexible working may be the answer to meeting both organisational needs for 
fexibility and employee needs for better balance, managing a fexible workforce will re-
quire corresponding changes in HR systems and thinking as well as more accurate plan-
ning. Flexible working must not jeopardise career opportunities. As we have discussed, 
it ofen appears easier for some companies to use contractors, consultants and freelance 
workers rather than enabling their own staf to work fexibly. Using contractors allows 
organisations to call upon a body of experts when they are needed rather than keeping 
them on the payroll all the time. Contractors can juggle other jobs while maintaining a 
relationship with a company. 
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Firms may be reluctant to let staf go part-time but may be more willing to accom-
modate job-sharing. Te Internet means that jobs can be shared across the globe. Flexi-
workers tend to have a range of options: they can work annualised hours where an 
employee’s workload is calculated over a whole year, or compressed hours, where work is 
condensed into fewer days. Extended leave arrangements are common as is study leave, 
demonstrating that employers are keen to support the needs and aspirations of their staf 
while also keeping the business operationally efcient. Less common are term-time-only 
working, ‘key-time’ working, voluntary reduced hours, associate schemes, etc. 

Flexible working can be requested by anyone at Nationwide where more than 5000 
staf work reduced hours while a number job-share, work from home or have term-
time-only contracts. Staf can take a career break of up to six months during which 
they continue to receive all benefts, except pay. Other benefts include private health-
care, concessionary mortgages, quarterly rewards and a long holiday entitlement. 
Employees can choose to retire at any time between 50 and 75, with a decent pension 
to look forward to, as the company pays 23.8% of salary into a scheme, with staf 
contributing 5%. 

Even before the pandemic the idea was gaining ground that a much wider range of 
jobs can be based away from an ofce environment, thanks to technology. Working from 
home is increasing in many sectors and the pandemic has proved that remote working 
is both possible and fexible. Positive experiences of remote working during lockdowns 
may have persuaded many employers and workers to continue virtual working, or to en-
gage in a hybrid form of working, with some time spent back in the workplace. Laptops, 
fast Internet speeds, mobile phones and other devices enable people to work from home, 
avoiding long commutes and heavy transport costs. People in sales roles are also able to 
stay out on the road spending time with customers, rather than having to come into the 
ofce to fle reports. 

Telecommuting produces a number of benefts for organisations. It allows ofce build-
ings to be disposed of and their capital released. In theory, it also means that people are 
more likely to be able to better focus on their job since there are fewer ‘social’ workplace 
distractions. However, there is some evidence that, despite the benefts to many telecom-
muting employees, such as being spared the costly physical commute to the ofce, many 
people miss the community aspect of organisations. And for managers, to the challenge 
of managing a more fexible workforce which includes greater numbers of contractors, 
temporary staf and remote workers, will be added the need to manage knowledge when 
staf have no strong loyalty to the organisation. 

Realising the benefts of fexible working 

Some pointers about how HR can realise some of the benefts of fexible working can be 
found in research on fexible working in small frms by the CIPD for the British Cham-
bers of Commerce (2007): 

Understand your business 

Flexible working arrangements that work well for another business won’t necessarily 
work in yours. Some jobs can be done from home, while in others, being there all the 
time is essential. Consider both what is right for your organisation and where your em-
ployees’ needs lie. How can fexible working improve the service to your customers? 
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Communicate efectively 

Making your people aware of the opportunities for fexible working can be built into 
induction programmes and reinforced by training. Having a clear set of organisational 
values can also help in selling the benefts of fexible working. 

Defne roles and responsibilities 

It’s important that managers and individuals understand their responsibilities for 
making fexibility work. People need to see it from the organisation’s point of view as 
well as their own. It’s about give and take – not just individuals getting what they want. 
When there is a well-understood culture, teams can ofen sort out their own issues. 

Try it out 

You don’t have to do it all at once. If there are concerns about whether fexible working 
is feasible, it can be helpful to have a trial period of the proposed working arrangement. 
But think in the longer term about the efect on others whose jobs may be more difcult 
to do on a fexible basis. Ask people to come up with their own ideas. 

Make fexible working acceptable 

You may have comprehensive written policies but bringing these to life can be challenging. 
If you and your managers are not seen to ‘walk the talk’, fexible working won’t be taken 
seriously. Explaining how fexible working benefts the business as well as employees is 
crucial. And senior staf need to lead by example. 

Measure and evaluate 

Remember: if you can’t measure it, you can’t manage it. And be open to ideas for 
improvement. Large organisations are not always good at evaluating the efectiveness 
of their fexible working practices. Research (Beatson 2019) shows that small frms are 
perfectly capable of monitoring the impact of fexible working on business outcomes. 
Covid-19 has acted as a springboard to gathering health and well-being data – through 
staf surveys, focus groups and so on, and developing dashboards than can demonstrate 
progress, as well as ROI. 

CONCLUSION 

Careers remain a number-one agenda item for many employees. In today’s diverse, 
global and technologically charged work environment, careers are no longer perceived 
as strictly vertical movements up the rungs of a ladder but more as series of paths which 
could represent a particular role, development experience, or job competency along an 
individual’s career journey. Looking ahead, people with valuable specialist skills may 
have new career routes opening up to them. 

Increasingly, the challenge for employers will be to retain those employees who are 
highly employable – and helping people develop themselves and their careers has been 
proved to do this. Well-crafed career paths with contextualised success factors can 
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play a pivotal role in retention, driving organisational change and building workforce 
capability. 

Te responsibility for talent development extends beyond managers and HR. Em-
ployees too must play an active part themselves by seeking out challenging assignments, 
cross-functional projects and new positions. Te idea of managing your own career has 
caught on, but many employees lack the time and know-how to do this. Te skills of 
career self-management can be learnt, and the wise employer makes resources available 
for this. Helping people to come to terms with what careers look like in the new economy 
involves helping them recognise that jobs as we knew them may cease to exist. 
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In Chapter 10, we considered inclusive approaches to talent management. In this 
chapter, we consider high-fyer schemes and succession planning, part of the panoply of 
organisation-owned ‘exclusive’ talent management approaches that focus on so-called 
‘critical talent’. 

CHAPTER OVERVIEW 

In this chapter, we shall look at how some of these exclusive approaches – such as senior 
management development programmes, graduate entry, accelerated development, MBA 
recruitment – may be changing to refect emerging organisational needs for agility in a 
turbulent context. We shall cover: 

• ‘Our people are our greatest asset’ 
• Conventional fast-track schemes and succession planning 
• Drivers for new approaches 
• Alternative approaches 
• Retaining leadership talent 
• Case study and recommendations 

LEARNING OBJECTIVES 

• Explore conventional approaches to succession planning and fast-track schemes, 
their purposes and limitations 

• Consider possible alternative approaches more suited to agile contexts 

INTRODUCTION: ‘OUR PEOPLE ARE OUR GREATEST ASSET’ 

Te employment landscape is changing in a number of ways. Retention and engagement 
remain major issues around the world, the demand for leadership skills is higher than 
ever and yet the supply is not there. In the wake of the Covid-19 pandemic, many com-
panies are in survival mode and thoughts of succession planning, a subset of workforce 
planning, have been put on the back burner. Succession plans look to the future, but not 
truly knowing what the future looks like due to the Covid-19 crisis can make the process 
more challenging. Both fast-tracking and succession planning are projected to become 
more pressing issues once growth returns. Yet Deloitte research (2018) found while that 
86% of leaders believe leadership succession planning is an ‘urgent’ or ‘important’ prior-
ity, only 14% believe they do it well. 

Te increasingly international or global nature of many organisations’ operations 
has cross-cultural implications for resourcing strategies for key positions. Te nature of 
many roles is changing thanks to technology, as we discussed in earlier chapters. Another 
trend – the emphasis on lifelong learning and continuing professional development – is 
becoming well established. Tis refects the increasing recognition that the competitive 
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advantage of organisations depends on the calibre and motivation of their ‘knowledge 
workers’ and their ability to stay at the leading edge of their feld. Tis is particularly 
clear in the IT sector where business success relies on the product development skills of 
a few key individuals. 

Te truth of corporate value-speak such as ‘Our people are our greatest asset’ has been 
painfully evident when talented individuals move on. In the increasingly fragmented job 
landscape, loyalty to the employer is becoming a thing of the past and many organisa-
tions are urgently reviewing ways of securing the commitment of people whom they do 
not want to lose. Tis is forcing organisations to develop new defnitions of who is a ‘key’ 
employee, rather than limiting the defnition to those who have high potential, and the 
ability to reach the top jobs. Companies that use this time to focus on the growth and 
development of their future leaders and critical contributors will have a strong advantage 
when regular business returns. Te time to act is now. In the face of increasing competi-
tion for the best talent, strategic talent management and succession planning are key to 
building efective future leaders and a resiliently agile workforce. 

CONVENTIONAL TALENT MANAGEMENT 

Note that although I shall sometimes refer to ‘conventional’ fast-track and succession 
planning schemes in the past tense, I am conscious that such approaches are still very 
much with us. 

Succession planning 

Succession plans are conventionally developed to ensure that key senior positions have 
appropriate successors to the current post-holder, identifed and groomed as potential 
replacements. Te aim is, of course, to ensure that the organisation has a small pool of 
potential successors for key roles, especially the top jobs, in the future. Many large or-
ganisations are still structured hierarchically, with as many as 12 management levels be-
tween frst-line supervisors and top management. Future leaders are helped to progress 
swifly through these levels, acquiring relevant experience and skills as they go. 

Typically, succession planning for top executive positions features: 

• Contingency (emergency replacement) 
• Replacement (of one person by another at a certain time) 
• Succession (employees who may be groomed for a post over a number of years) 
• Development (of employees with high potential) 

Te implicit assumption is that most senior management roles can be flled from within, 
and that growing internal talent is preferable to the riskier option of external recruitment. 

Some organisations however insist that potential can only exist outside and hence 
rely heavily on external recruitment to source key management positions. Tis may be 
because of a widespread ignorance of the current skills of the existing workforce or as-
sumptions that external is ‘better’. However, such policies usually have a largely negative 
efect on the morale of existing employees. 

If organisations want to be prepared for the future, they must be able to link long-term 
business strategy to the talent landscape and identify the components of job roles critical 
to the organisation’s success – and that includes leadership roles. Organisations must 
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make informed, evidence-based decisions around executive selection, high-potential 
identifcation, and succession planning. An important question to answer when taking 
stock of current employees is what and who is key now and in the short- to medium-term 
future? Te answer to that question may be diferent now from what it might have been 
several years ago. HR must bring this information together to formulate a talent manage-
ment strategy that maps out goals and priorities and creates a plan to fll future positions. 

Succession planning process 

Many companies have a central HR team responsible for overseeing the succession plan-
ning process. In decentralised succession planning systems, central functions typically 
attempt to collect information on key employees and a series of management committees 
provide input to the processes of development and succession planning within an inter-
national business group or location. Tese committees review the succession plans of 
each business unit within the international business. 

A typical succession planning process involves three stages: 

1. Defne the organisation’s future leadership requirements and create ‘success profles’ – 
the required experience, skills and desired leadership competencies. Leadership re-
quirements are defned by looking to the future, assessing strategic high-level goals, 
taking into account any upcoming changes or new initiatives for the organisation 
and deducing the implications for leadership. Ten, the key drivers and internal and 
external challenges are considered, such as regulatory or job market change that 
could impact the organisation’s ability to achieve these goals. Te next step is to con-
duct a gap analysis, comparing where your organisation is today with where it wants 
to be and identifying any gaps that need to be flled in order to achieve its goals. 

2. Assess potential successors for each role 
Tis assessment should be against the success profle versus the individuals per-

ceived potential and readiness. Certain competencies, such as strategic vision and 
the ability to manage change, are usually regarded as diferentiators for top jobs. 
Senior post vacancies should be checked against the succession plan frst. 

3. Close leadership gaps through individual (or cohort-based) development 
Tis might include planned experiential opportunities, real-time mentoring and 

coaching, a series of ‘broadening’ moves to positions of real infuence. A slightly 
broader group, perhaps up to 10% of the population, would be developed for senior 
management roles. For most other employees, advancement up the career ladder is 
more gradual. 

HR and L&D set talent goals for the coming year to support the organisation in achiev-
ing its objectives. Tese should be SMART (specifc, measurable, achievable, realistic and 
relevant, time-bound) and linked to corporate goals. Tese steps should pave the way for 
the creation of a sustainable succession plan, and for top talent to succeed. 

‘Fast-Tracking’ 

Fast-track programmes, described by Altman (1997) as ‘the conscious, purposeful pro-
cess of grooming that individuals go through on their way to the top’, have long been a 
common feature of corporate career management. Fast-track schemes are designed to 
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accelerate the development of people considered to have high potential, enabling them to 
acquire relevant skills and experience on their way up the corporate ladder in the short-
est time possible. Indeed, the term ‘fast-track’ is attractive to many potential recruits and 
is designed to appeal to ‘the best’ candidates in the job market. 

One expects achievement (performance) to be directly translated into climbing the 
organizational ladder: upward mobility is not only an achievement in its own right, 
but doubly so, since it is a negation of the alternative options: immobility (getting 
‘stuck’ on the career ladder) or even demotion, if not dismobility (sacking) altogether. 

Altman (1997) 

Conventional ‘fast-tracks’ are available to a very small minority of employees, perhaps 
no more than 2–3% of the workforce, who are deemed to have potential for taking on 
general management or other executive roles. McKinsey research (2017) found that some 
employees disproportionately create or protect value, and high performers are 800% 
more productive than average ones. Te assumption is that ‘high-potential’ people will 
carry on moving up the organisation when those who are less able cease to progress. 

Most ‘high-fyers’ are identifed as such early in their careers, ofen at graduate entry. 
Other high-potential employees join organisations having obtained an MBA or profes-
sional qualifcation or having begun a fast-track career elsewhere. Sometimes individu-
als are told about their perceived potential, though such assessments are ofen far from 
transparent and remain confdential to the Human Resources professionals and senior 
line managers responsible for making such career judgements. 

Of course, every organisation must attempt to secure its future leaders but whether 
conventional fast-tracking should be seen as the main means of achieving this remains 
open to question. Afer all, conventional fast track programmes generally work best 
when an organisation’s environment, market conditions and structures are relatively 
stable and predictable – conditions very unlike those of recent years. HR and L&D pro-
fessionals need to be able to answer the following questions: 

• Are we retaining top talent? 
• Is our existing talent base ready to become our next generation of leaders? 
• And is our investment in learning and development helping us achieve strategic 

business goals? 

Drivers for new approaches? 

Tough still widely prevalent, conventional ‘exclusive’ talent approaches are not without 
drawbacks. In the past many organisations defned high potential and recruited and de-
veloped high-fyers in the image of existing senior managers, rather than identifying the 
skills and behaviours required of future leaders in line with the general business direc-
tion. In one fnancial services organisation, the process of identifying potential through 
management development reviews was known as ‘cloning’! When hiring managers se-
cure talent from the same pool over and over, they inevitably build up homogeneous 
teams that are far from diverse, have similar perceptions and blind spots. 

Ten there is the issue of whether the actual performance of ‘high-fyers’ is seriously 
monitored. Such judgements are ofen made early in a person’s career, ofen at entry. Early 
assessment is no guarantee that people can really cope with more serious responsibilities 
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over time. More ofen than not, once an individual is labelled a ‘high-fyer’ it is unlikely 
that such opinions will be reviewed unless he or she seriously fails at some important 
activity. Similarly, people who are not classed as fast-track material early in their careers 
are ofen denied the opportunity for real advancement even if their talents later prove 
to be highly relevant to a signifcant role. If you missed the early opportunity for rapid 
advancement, you do not usually have a second chance. 

A common challenge is about who is accountable for succession planning. Tis was 
ofen seen as a ‘stand-alone’ activity and generally considered the responsibility of 
a specialist Human Resource unit. Indeed, People professionals have a critical role in 
supporting and facilitating the process. Tey have access to confdential information, 
ofer career advice, and have expertise in assessing and advising on individual and cor-
porate development needs. Tey must develop and maintain relevant databases, design 
and manage assessment processes and compile information on potential succession 
candidates. Many organisations could make more efective use of their HR technology 
investments to support their talent programmes and succession planning practices. 

However, succession planning needs to be owned by line managers and actively 
championed by the leadership team. Afer all, CEOs are now required to demonstrate, 
particularly to boards and regulators in some sectors, that their succession planning and 
talent strategy clearly links to their business strategy and is equipping the business with 
the future talent it needs ahead of the increasing pace of disruption. 

Another common issue is the unworkability of succession plans in practice. Even posts 
with several designated internal ‘successors’ are frequently flled by people from outside 
the organisation or the successors themselves are not available when the post becomes 
vacant or the post itself is subsequently reengineered out of existence. During mergers 
many roles simply cease to exist, or individuals from the acquired company who had 
previously been judged to have potential are not given opportunities for political reasons. 

With the trend toward fatter, leaner structures in recent decades, many organisations 
gave up the attempt to plan for succession or manage fast-track processes (Larsen et al. 
1998). Afer all, in a ‘fat’ structure, where was a ‘high-fyer’ to ‘fast-track’ to? (Holbeche 
1997). At the same time, employers became more demanding and upped the entry-level 
stakes for most ‘career’ roles to a frst degree at least and usually a professional qualifca-
tion as well. Tis has potential consequences for new recruits whose expectations were 
raised by the recruitment process but were not met. One government department hired a 
number of people with PhDs for relatively junior executive ofcer jobs. Not surprisingly, 
several of these expensively hired new recruits lef months later when the reality of their 
employment conditions and limited prospects hit home. 

Understandably, in times of change, the basic parameters of planning, such as know-
ing where the organisation is going, the skills needed for the future and the resources the 
organisation currently has, are difcult to establish. Planning exclusively around roles 
seems short-sighted in such circumstances. Tis is particularly marked in some of the oil 
companies where overseas assignments as part of a broad career route for high-calibre 
employees became increasingly difcult to fll. Tis is partly explained by the rise in the 
number of dual-career families but also by the increasing unwillingness of employees 
to make sacrifces if they are not guaranteed promotion on return from the assignment. 
Moreover, processes that aim for a win-win for organisations and employees are still 
elusive, according to Deloitte (2018): ‘We found few organisations that were combining 
a disciplined, data-driven process with a user-friendly, people-centric approach that 
adequately engages stakeholders’. 
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Refective activity 

• How do we defne ‘potential’? 
• How can we ensure that people with potential have a real development challenge 

and appropriate recognition? 
• How can we ensure that the organisational needs and those of the individual 

are met? 

IDENTIFYING POTENTIAL – RETHINKING WHAT ‘KEY’ LOOKS LIKE 

Organisations need to think through what they mean by potential and how to assess it. 

Formal methods 

Participants for succession planning programmes can be identifed using formal tech-
niques, such as performance appraisals and talent review processes. Many organisations 
routinely use assessment centres to select candidates for fast-track development. Compe-
tency models, simulations, psychometric profles and 360-degree feedback processes are 
increasingly used not only for individual development but also for talent identifcation. 
Nationsbank use competencies as the means of developing executive success profles for 
spotting potential and development purposes. Competency-based methods may be too 
limiting and mechanistic to assess skills such as leadership. Competencies should be 
based on a good understanding of future strategy, link to the organisation’s values and 
its strategic goals, and defne the likely capabilities needed in business-critical positions. 
Tis is particularly the case in organisations that consider leadership development and 
succession planning as key tools in changing the organisation’s culture, as in the BP 
Amoco case in this chapter. 

Informal methods 

Alongside formal methods to identify potential, informal methods, such as conversations 
with managers, can be enlightening. According to CEB (in Deloitte 2015), high potential 
employees have three key common characteristics: aspiration, ability, and engagement. 
High potential employees like what they do, want to do more, and show potential to lead 
larger numbers of people and perform increasingly complex tasks. Some organisations 
invite employees to propose themselves as potential talent pool members. Tese ofen in-
clude employees who might have missed the fast-track frst time round but who now ap-
pear to have the skills and attitudes that the organisation needs as it moves forward. Tis 
is not a purely philanthropic approach. Both the cost of external recruitment, especially 
if the new recruit does not ‘ft’ and soon leaves, and the failure to maximise the potential 
of existing employees suggest that fast-tracking and succession should be a continuous, 
wide-based process rather than a scheme. 

Whichever assessment method is used, organisations should be very clear and con-
sistent about how they defne ‘potential’. It is important to distinguish between an em-
ployee who performs better than their peers in his/her current role – and a high potential 
employee who can grow typically as many as two levels beyond his/her current rank. 
Exceptional performers may be the best at their current jobs but may not have the ability 
to transition to more senior positions. 
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Developing and updating success profles 

Leadership competencies are used to create ‘success’ profles for executives. Leadership is 
highlighted as an area of competence in itself because business leaders need to be able to 
provide focus and bring people with them in times of change. Some of the skills consid-
ered critical in would-be leaders include: 

• Business function knowledge – how well the candidate understands the various 
business functions (sales, marketing, sofware development, manufacturing, op-
erations etc.) and the sub functions within each function, e.g. for manufacturing, 
this includes production, quality control, manufacturing engineering, inventory 
control etc. 

• Business Interaction acumen – the candidate’s knowledge of and ability to 
efectively interact with the upper/middle and top management executives from 
other business functions. 

• Financial acumen – the candidate’s understanding of the key fnancial numbers on 
the company and division’s income and cash fow statements, how the proftability 
of its current products relates to them, budget planning and performance, and the 
company’s strategic plan goals. 

• Business Strategy skills – product/market research, product/market development 
and planning, strategic thinking and planning, and fnancial and product contin-
gency planning. 

• Executive skills – championing innovation, leadership, consistently achieving 
proftable fnancial results, successful strategic growth, establishing an appropriate 
work culture, outside audit and market analyst interaction, Board and top manage-
ment interaction etc. 

• Management skills – planning (including MBO), controlling, organising, coaching 
and leading (Stevenson 2019). 

Te type of succession planning model used depends on the number of roles that share a 
common profle. As ever, a warning note needs to be sounded: if leaders are to be capable 
of performing in today’s and tomorrow’s constantly changing environment, beware the 
limited shelf life of success profles when business requirements change. Competencies 
must be integrated into the business planning process and updated. 

One model of succession planning concentrates on identifying a discrete list of candi-
dates who are ‘ready now’ to step into open positions, those who will ‘probably’ succeed 
and those who will ‘possibly’ succeed. Te more well defned the performance criteria, 
the better the data, the more accurate the review. Assessments should be grounded in 
actual examples of behaviours and outcomes, demonstrated consistently over time. With 
remote working during the Covid-19 pandemic, examples of good leadership became 
easier to see in teams who remained productive while working virtually. 

Te trend currently is to develop potential leaders with a broad range of leadership 
competence in addition to any specifc business experience they may have. Organisations 
as diverse as Texaco, Unilever, GSK and Philips, use success profles built on generic 
‘leadership’ competencies as a focus for executive development and as a means of bring-
ing about culture change. Unilever uses competencies for the assessment of potential, for 
graduate recruitment, executive recruitment, leadership training, appraisal (performance 
development planning) and rewards. Texaco’s Core Leadership Competencies emphasise 
behaviour-based leadership in addition to specifcally business-related skills. 
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Development should give fast-track and succession candidates more exposure to 
the parts of the company’s business that they are unfamiliar with, such as a particu-
lar function, or involvement in the strategic, fnancial and budget planning for key 
divisions, cross functional assignments, interaction with higher level management and/ 
or the Board on particular subjects. Fast-tracking then becomes almost a state of mind 
as well as a development route. Te ‘fast’ element should include opportunities to acquire 
the skills and experience needed by the organisation in the short and medium term. 

Building talent pools 

A talent planning process should be underpinned by a learning-focused culture that is 
nimble and responsive to changes. If the way ahead is very unclear, building talent pools 
for succession planning purposes at diferent levels in the organisation allows people with 
real talent to shine through and helps manage risk. Te talent pools you create will vary 
depending on the organisation and its strategic goals. Some organisations nurture pools 
of generic leadership talent and create emerging leader programmes and 360-leadership 
assessments to base leadership development plans on. One UK fnancial services organ-
isation introduced a three-year structured development programme for a large group of 
existing and new employees of diferent levels and ages. Te short-term payback to the 
organisation was high morale among programme participants and widely applied learn-
ing. Other organisations aiming to develop successors for specifc mission and operation 
critical roles identify the required competencies for each job-specifc talent pool and use 
their ‘professional community’ approaches to create the talent pools in key areas where 
the organisation lacks bench strength. 

Increasingly, succession planning activities are both/and – they are being extended 
beyond a small, privileged group of ‘key employees’ to include a much wider group in 
recognition of the fact that knowledge workers and intellectual capital are the real assets 
of an organisation. At a major insurance company, for instance, all director-level jobs 
are backed up with possible successors. Below director level, the pool of candidates being 
developed to fll positions at a given level in the organisation includes a wider population 
and allows for changes in roles. Campbell’s Soups identify talent at departmental, coun-
try and global levels. Tis is based on an assessment of potential, not just performance. 
Assignments help people develop skills and leverage strengths. United Airlines broad-
ened the management levels included in succession planning by lowering the adminis-
trative burden through the use of client/server technology. Tis has enabled individual 
career planning and organisational succession planning to be better integrated. 

One IT company focused on building up a broad cadre of individuals alongside pro-
viding accelerated high-fyer development for a few. So all employees have the opportu-
nity to carry out career self-assessments and access a range of development opportunities. 
Tese include a career development workshop which helps people to gain a realistic view 
of their strengths and development needs, an understanding of the career options within 
the company and, most importantly, a greater insight into their own values and moti-
vations. Te success of this approach in retaining employees in a highly competitive job 
market is evident in much-reduced staf turnover rates. Tis range of integrated activities 
and processes make it practically possible for employees to manage their own career, 
including making internal moves. Te UK’s Post Ofce has developed a succession plan-
ning system which breaks away from the conventional elitist mould which it replaces and 
aims to develop a broad group of people with senior management potential. 
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Developing the talent pipeline in Nestlé 

Nestlé is a large global food and beverage manufacturer. Its aim is to manufacture and 
market products in such a way as to create value that can be sustained over the long term 
for shareholders, employees, consumers and business partners. Te business focus is very 
much on nutrition, health and wellness and coming up with new products to meet inter-
national trends, while at the same time driving down costs. 

Nestlé’s multi-channel talent pipeline aims to feed two broad capability requirements 
of the organisation. First, the core capability pool is populated with employees who make 
up the larger portion of the workforce and have the technical skills and capabilities that 
are essential to keep the organisation running. Te second group of people, a smaller 
portion of the workforce, is the high potential pool. Tis comprises employees who are 
considered to have sufcient potential to become their high performers and senior man-
agers of the future. Each category is flled with a combination of existing employees and 
new recruits. 

In addition, Nestlé has taken a more radical approach to managing talent by creating 
‘talent puddles’. Whilst these are similar to talent pools, they are more targeted, creating 
a talent bank in specifc areas of the business where there is a shortage of skilled appli-
cants for specifc jobs and difcult-to fll roles. Te initiative began with the supply chain 
function but has since been extended to other areas of the business. Tese small puddles 
of talent can be readily brought into the business, thus reducing the costs and speeding 
up the recruitment process. 

Global talent pools 

Standard Chartered PLC has a structured approach to building talent pools at difer-
ent levels and across many locations. Tere are regular business reviews on talent from 
Board level down to country management team level and a global leadership pipeline is 
developed through a range of simple and efective processes. Outcome-based, rather than 
process measures are tracked. For Country Management Trainees, locally tailored pro-
grammes are available. International graduates are provided with two-year development 
through rotations and global programmes. Junior High Potentials are locally managed 
and reviewed in 56 countries. Mid-career MBAs are a strategic form of hiring which 
supplements the leadership pipeline. Middle management high potentials are reviewed 
by ten global leadership teams. Senior Management High Potentials are reviewed by the 
Group Management Committee. For more detail of Standard Chartered PLC’s talent 
management processes, see Chapter 13. 

When sof-drinks giant Coca-Cola was forced to look outside the organisation to 
recruit senior marketing professionals, it decided it was time to establish a programme 
to identify the talent it had internally. Although the company already had a reputation 
for growing talent from within, in 2005 only 67% of senior roles were flled internally – a 
fgure that rose to 93% by 2007, thanks to building an internal talent pipeline through the 
use of a development centre process. 

In 2005 a meeting of the global marketing people development forum, a quarterly 
meeting of marketing leaders from each of Coca-Cola’s eight geographical regions, iden-
tifed a particular senior role – division marketing manager – as central to the company’s 
succession planning in each region. Te challenge was to make sure that the talent going 
into these roles could work anywhere. 
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Te frst step was creating a joint job description so that each region had the same un-
derstanding of what the role required. A global senior marketing leadership development 
centre was designed using a combination of Coca-Cola’s marketing competencies and 
the company’s core leadership competencies. Testing for this critical combination was 
based on reality, rather than a series of hypothetical situations. For example, there is a 
marketing expense exercise in which the general manager is asking the marketing man-
ager to make choices regarding resources and budget allocation. Tere is also feedback 
based on personality preferences and 360-degree review. When participants leave the 
centre, they are given detailed feedback from a marketing leader and a coach. 

Each event is held in a diferent country and brings together eight top people from 
across the globe in one place. As a result, marketing leaders from each area are able 
to see the calibre of international talent and there has been an increase in ‘poaching’ 
talent from one region to another, which is a positive development (People Management, 
7 August 2008). 

DEVELOPING FUTURE LEADERS 

How can future leaders learn to practise leadership efectively in the short term and also 
develop their strategic capability? Simply moving high potential individuals around the 
organisation at speed may not be the best way of developing them or assessing whether 
they really do have the ability to build sustained performance. Indeed, most companies 
do this in a very ad-hoc way, which may or may not result in the best business outcome. 
In fact, it may actually prevent candidates from developing and applying their skills in 
ways which put them to the test and improve business results. 

GE, a company previously known for moving its people around every two years or 
so found that their rapid mobility strategy had become one of their biggest problems, 
because people could ‘run away’ from their mistakes and never got enough depth in a 
business area to really perform well. So they created a new mobility strategy they called 
‘More Electric, Less General’ (Bersin 2020). Keeping high potential employees longer in 
development posts so that they can deliver meaningful performance before progressing 
on to the next experience may not only increase future leaders’ credibility with staf, it 
can also help to close the common gap in understanding between those at the top of 
organisations and those lower down the hierarchy about how to make things happen. 

With respect to the development of multinational leaders a DDI/CIPD (2008) study 
found that UK high-potentials are much less likely than those in other cultures to get clear 
communications about the importance of their development or sufcient feedback about 
their performance. Providing deepening and broadening experiences such as participation 
in special projects and opportunities, linking up with international counterparts, should 
be part of the development mix. Even hardship can be developmental, according to previ-
ous research by the Centre for Creative Leadership. But if future leaders are to consciously 
learn from mistakes about what not to do next time, a ‘sink or swim’ approach may be un-
helpful. Development opportunities appear to be most enriching if they provide access to 
new, varied challenges, where there is a degree of difculty in the task and where outcomes 
are important and highly visible, especially if success is by no means guaranteed. 

When decisions about flling senior posts are being made, HR must be knowledgea-
ble about each management position and what it really requires in terms of experience, 
technical/job knowledge, management/executive skills, fnancial skills, interpersonal 
and leadership skills. HR should have information on each succession candidate and his/ 
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her skill sets and past performance results against key specifc business objectives. So HR 
should consider collecting and tracking data about how well individuals are developing 
as well as how inclined they are to stay, such as high performer average engagement 
scores, high-to-low performance ratios, critical competency scores and percentage of 
goals met and exceeded. Having this information allows the HR leader to efectively 
interact with line executives and to potentially ofer challenge if a succession candidate 
is recommended for a particular position but may not be really suitable due to some 
performance and/or skill defciencies. 

I have retained the following case study from the original version of this book as 
I think the business-ownership and coherence of the talent process described is impres-
sive. Information is from 2001 and based on research carried out in BP shortly before the 
merger between BP and Amoco. I am particularly grateful to Dr Candy Anderson whose 
role at the time was BP’s Manager High Potential Development, where she provided the 
managing director with strategic support on a variety of issues, including a review of BP’s 
leadership talent pool, supply and demand for the top 25 succession and the supporting 
infrastructure to develop world-class leadership. Candy now runs her own company. 

Te assessment and development of high potential at BP Amoco 

In a company with the size and reputation for development of BP Amoco, it is hardly sur-
prising that the assessment and development of people perceived to have high potential 
should be taken seriously. 

Within BP Amoco, ‘high potential’ refers to the perceived ability to reach one of 
the top 100 jobs out of a workforce of 94,000. Te majority of people who are thought 
likely to reach such roles are among the 25,000 professional and middle management 
employees. Previously, high-potential employees were principally the responsibility of a 
group-level committee with representatives from the three businesses (i.e. Oil, Explora-
tion and Chemicals), the Regions and Corporate and focused primarily on deployment. 
Career development ofen took the form of a series of moves around the main businesses, 
acquiring diferent levels of responsibility and experience. 

Te limitations of this relatively basic way of developing future leaders were recog-
nised but attempts to improve the process were not without challenge. One initiative was 
the introduction of Personal Development Planning to supplement the company-driven 
deployment approach to development. Tis introduced more of a partnership between 
individuals and the organisation. People were given the opportunity to refect on their 
career aspirations and short-, medium- and long-term goals. In some cases, people as-
pired to strategic, rather than operational roles and there was a ‘reality check’ against 
performance feedback to suggest whether an individual’s aspirations were realistic. 

Te identifcation of high-potential employees needed special attention. Tough graduate 
recruitment was, and remains, the main entry point for high-fying employees, formal as-
sessment of high potential tends to take place at a relatively junior level, some four to ten 
years afer joining the company. While talent can be spotted at this stage in a person’s career, 
lack of line management or cross-functional experience may make it difcult to recognise 
undeveloped management talent. However, for employees who were not perceived at this 
early career stage to have high potential, the route to the top jobs was much more dif-
cult. Candy Albertsson felt that only a junior level programme for identifying potential was 
wasteful of late-blooming talent. She introduced the idea and gained support for developing 
a senior-level assessment that would enable the identifcation of potential later in one’s career. 
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Improving the processes 

Candy’s objective was to ensure that the group as a whole would beneft from the efec-
tive identifcation and development of high-potential talent. Clearly, the challenges of 
winning the support of the top 20 business heads for changing processes which appear to 
be working well from a local business perspective required high-level infuencing skills 
and credibility. Working with a small team of management development specialists, 
Candy set about creating the infrastructure for improved processes, including winning 
senior-level support. Key moves included the globalisation of the junior-level Assessment 
of Leadership Potential (ALP) assessment programme to create one standard Group pro-
gramme. Tis replaced four established regional junior-level assessment programmes. 
Other key moves were the introduction of a senior-level assessment programme – the 
Leadership Enhancement through Assessment and Development (i.e. LEAD) – and the 
introduction of a cohort review process for high potentials at Group level. 

An 18-month study generated a set of nine leadership competencies, which were used 
as a means of providing a consistent approach to high-fyer development at group level. 
Tese competencies were measured in a 360-degree feedback process. However, while 
360 provided good individual development data, it could not be used to compare be-
tween diferent people. Further data from the 360-degree process cannot be aggregated 
and therefore it is not possible to assess the aggregate strengths and development needs 
of the organisation. It was important to build on the early success of the new tools by 
building a standardised process and means of measurement across the group. 

Candy believed in making these processes as transparent as possible, and the com-
petencies were a good start in showing people what successful performance looks like: 

It is important to communicate to people what skills are required, and what the 
expectations of performance are in the organization. You need to provide a 
user-friendly way for people to measure. 360 is a powerful development tool, but it 
has its limitations. 

A limitation of the use of 360 was that while each leadership competency can be examined 
through a questionnaire, diferent raters, such as the individual’s line manager, peers or 
direct reports, may not have had the opportunity to observe a particular competency. 
Similarly, certain jobs may not provide the opportunity for the job-holder to demon-
strate that particular competency. When views about development are being made based 
on incomplete or potentially unrepresentative information, the drawbacks of the process 
need to be recognised. Te LEAD programme addressed these limitations. 

Te LEAD programme 

Candy Albertsson set about introducing the concept for a new process for the later 
identifcation of talent to supplement the junior-level assessment process and to provide 
the standardised objective yardstick needed across the group. She led the project team 
which started developing the LEAD Programme. A key strategic objective of the pro-
gramme was to gain quality data on the main organisational training and development 
needs as well as an overview of the talent pool within BP Amoco. Candy worked in part-
nership with a consultant, Joel Moses, in the design phase and the frst programme was 
piloted. It was managed in-house and was once per quarter. Te programme was cham-
pioned by the Deputy Chief Executive and high-potential committee. Participants in this 
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process included employees of long standing, ofen with 20 years’ experience, many of 
whom may not have aspired to a senior level role earlier in their career. Te participant 
pool of about 1,000 managers was drawn from the top 1,500 managers. 

Te LEAD programme was essentially an assessment centre in which all nine leader-
ship competencies were assessed. It was intended to complement existing performance 
data rather than being seen as a pass/fail or ranking exercise rendering all other data 
redundant. However, the data which came from the centre in the form of a LEAD re-
port were widely used and important. Development Groups including a line manager, 
a mentor and HR specialist carried out a ‘reality check’ on the assessment report. Te 
report addressed each of the nine leadership competencies, plus feedback on style and 
approach. An important element was the in-depth feedback to individuals which went 
beyond the feedback typically covered in a performance review. LEAD provided partici-
pants with one and a half hours of development feedback from a line manager and there 
was a process in place to link feedback to action plans – the Development Group, which 
is described later in this chapter. 

An important beneft of the LEAD programme was the development opportunity it 
provided for observers. It was critical that observers were able to assess behaviours as ob-
jectively as possible and to translate their observations into feedback. Te observers, who 
were very senior line managers (i.e. the top 300), were trained in coaching and feedback 
skills and were required to fully understand the leadership competencies which they 
would be observing and evaluating. Key benefts of senior managers taking part in this 
skilled process were the positive impact on their own approaches to management and the 
further bedding down of the competencies from the top of the organisation. Observers 
generally valued taking part in the process and this strengthened the base of support for 
the programme. Tis common approach to understanding what was required of future 
leaders provided a powerful tool which generated ‘developmental blueprints’ used by 
individuals, line managers and development committees. 

How the LEAD programme worked 

Each LEAD programme was run over four and a half days in two parallel teams of six 
participants and three observers. Delegates took part in a business simulation which 
refected the environment BP Amoco leaders face in complex global markets. However, 
to ensure that there was a level playing feld and that the simulation did not favour peo-
ple with specifc forms of knowledge or experience, the exercise was set outside the oil 
industry. Te simulation contained a number of written and verbal exercises, including 
an in-tray. Actors were used for a situation in which participants were required to coach 
their ‘direct report’. Te simulation also contained a number of team problem-solving 
challenges on business, regional and group issues. 

Te programme was designed to measure leadership at strategic and operational lev-
els by examining an individual’s approach to decisions and problems, rather than using 
psychometric tests. Observers were trained for one day before the start of the simulation 
and then had a day’s integration meeting in which they aggregated and reviewed their 
observations on each individual. Te output of these discussions was an agreement of 
whether each of the nine competencies demonstrated by a participant was a strength, de-
velopment need or weakness. Strengths are defned as where the individual demonstrates 
‘real power’ in the competency; the ‘development zone’ is where the level of competence 
is ‘probably sufcient for the individual’s current level of responsibility but will need 
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to be strengthened for higher levels of responsibility’; potential weaknesses are areas of 
limitation which could have ‘signifcant impact’ on their performance at higher level and 
are a priority for development. Participants received on-site feedback on Friday morning 
from one of the managers who had observed the process. 

Te written report which followed the programme consisted of a leadership compe-
tency profle and three to four written pages elaborating on each of the nine compe-
tencies, on development priorities and options. An individual’s leadership competency 
profle could be compared against a number of development profles identifed for critical 
business situations such as start-ups, business expansions and alliance building. Tese 
profles were developed from interviews with 40 senior line managers and could be used 
to determine ‘development moves’ or ‘ideal fts’. 

Validating the fndings 

One of the common criticisms of assessment or development centres is that there is a 
lack of follow-through when participants are back at work. Does anyone care or notice 
if someone has started to improve on an area of weakness? Is the information from the 
programme valid in the work context? Will information about strengths and weaknesses 
be taken into account when decisions are made about jobs? Te LEAD programme at-
tempted to provide a comprehensive follow-through from the centre, integrating with 
other existing processes and performance information to ensure that the data were used. 

Following LEAD, all participants were strongly encouraged to establish a Devel-
opment Group consisting of their line manager, an HR development specialist and a 
mentor. A minimum of two meetings was recommended and the aim was to enable par-
ticipants to link their feedback to a written action plan back in the workplace. It is very 
easy for fndings from a development process to be discredited or ignored if participants 
can say ‘well, I’m not like that at work’. Te development group’s function was to provide 
the reality check for the data emerging from the LEAD programme. Ninety per cent of 
the Development Groups validated LEAD reports in this way, which was very powerful 
in strengthening the metric. 

Once the fndings had been validated, the reality check and action plan were per-
manently attached to all copies of the individual’s LEAD report. Te report was then 
available to Group and business development committees and was used for selection and 
development moves. Te action plan was incorporated into performance appraisal ob-
jectives and personal development plans. Multiple comments could be added over time 
as development needs were addressed. As such, it was a living report (see Figure 12.1). 

Identifying organisational strengths and development needs 

Data on individual strengths, development needs and weaknesses were aggregated to 
provide a composite picture of the competency areas which needed special attention. 
Tis allowed trends to be identifed and information which could be used to determine 
organisational training and development needs. It also highlighted areas within the tal-
ent pool where there might be issues or gaps. Candy Albertsson believes that no other 
tool can provide an organisation with data of this quality and strategic signifcance, par-
ticularly since the top 300 generated the data in the frst place. Tis information can then 
be used to proactively identify appropriate training and development solutions. 
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Figure 12.1 Linking competency assessment to development. 

Refective activity 

• What were the major challenges faced by BP Amoco that the LEAD programme 
was meant to address? 

• How was executive support for the process gained and applied? 
• How relevant would these approaches be to a company in a fast-moving sector, 

such as IT? 

Te future leaders’ programme 

Updating the story to 2020, BP now runs a Future Leaders programme (FLP), a successor 
to the LEAD programme for new high-potential entrants. Te programme is designed 
to bring in the collaboration, learning and forward thinking that the business needs in 
a digitally fuent and networked world. Indicators of potential for BP include learning 
agility: how you cope and thrive when faced with new situations. Tis requires openness, 
curiosity and humility in equal measure which are also characteristics that mark out 
BP’s best leaders. Flexibility and resilience are two other traits to highlight at this stage in 
an FLP’s career. Te more stretch and challenge that people can experience early on the 
greater the beneft. Tis requires being adaptable and happy to cope with the uncertainty 
of ofen fast-changing environments or circumstances. 

All fast-track processes need managing and individuals on such tracks need ongoing 
monitoring and support to ensure that they are delivering what was intended and able to 
make the progress implied. To help people settle into BP, participants have a FLP buddy 
who helps them navigate BP operating systems, connect them with friends and provide 
a community inside and outside of BP. Participants are given opportunities to work in 
diferent parts of the business, to start to build and lead teams. As one participant put it, 
‘Being a member of the FLP community gives participants immediate credibility. People 
trust you and give you meaningful projects to demonstrate your ability to add value in a 
particular area within BP. Also many people want to meet and get to know you. Initially, 
balancing time between your team, the FLP community and various other BP related 
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groups that you may be a part of can prove to be challenging. However the chance to 
make a broader impact early on and to leverage your learnings to other areas within BP 
are key highlights. Lastly, the value of your immediate global BP community through 
your fellow FLP colleagues cannot be overlooked’. 

Troughout the FLP programme each participant has a mentor and a business spon-
sor, while frst line managers also act as a coach and a mentor as well. Teir advice helps 
hone participants’ technical expertise and sof skills, grow in confdence while simulta-
neously showing them how the additional skills and experiences they gain can increase 
the number and type of future career opportunities presented to them. 

Networking is a key feature of FLP, with various communities of practice (COP) or 
continuous improvement forums (CIF) that provide an employee access to colleagues 
in similar roles and/or disciplines across the globe and senior advisors share valuable 
information on relevant work issues, incidents, technologies and learnings within and 
external to BP. Tis group periodically has regional and global face-to-face meetings, 
where even more in-depth sharing and learning occurs. Tese development opportuni-
ties including industry related conferences that allow participants to form networks with 
discipline experts at peer companies and help BP to stay ahead of legislative changes and 
new technologies. Te FLP Global Event is a major networking opportunity, giving FLP 
employees training and access to executive leaders within the Downstream business. 

Te opportunity that FLP afords participants to get diverse experiences and an early 
test of leadership potential is a real strength of the programme. Te FLP’s that make the 
most of this as well as those that show a good balance of IQ and EQ and go beyond labels 
and hierarchy are those that are perceived as most successful. 

Changing approaches to mobility 

Bersin (2020) suggests Facilitated Mobility as an alternative to the conventional planned 
but ad hoc career model. People get a stretch assignment or are ‘assigned’ to take on an 
important new role or move – whether horizontal or vertical. Tis is a more dynamic 
process and to be efective requires managers to play a big role in development coaching. 

Conversely, another model proposed by Bersin (2020) is what he calls Agile Talent 
Mobility, where people move around all the time, work on multiple projects, join various 
teams or initiatives, on-demand or need-based, and work on more than one project (or 
‘gig’) at a time. Tis requires the company to operate more like a professional services 
frm and less like a hierarchy of jobs and functions. Such mobility can only work when 
there is a transparent workforce plan, self-assessment tools and the culture and systems 
align to enable agility. Performance management is based on ‘results’ not ‘reputation’, 
making the company more accountable, dynamic, and agile as a result. People may have 
‘career managers’ who help them with their career or functional skills, but they also have 
project managers, team leaders and other leaders that they work for as well. Over time 
many companies are moving in this direction, but for most this is a new idea. 

Many HR leaders study patterns of mobility to fgure out which moves have the high-
est potential for success. McKinsey research (2020) suggests that reallocation of high 
performers to the most critical strategic priorities is the talent factor most likely to lead 
to outperforming the competition. However, these newer types of mobility scenarios 
cannot be planned or programmed into conventional career models. Tey happen in 
real-time (Bersin 2020). Tey require a learning-focused culture that is responsive to all 
these changes and that identifes and nurtures its top performers. 

We now turn our attention to succession planning. 
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A partnership – balancing organisational and individual needs 

Succession planning has long been seen as an organisationally owned process aimed at 
securing the organisation’s future. Planning processes are ofen held in ‘secret’ with the 
organisation’s judgement on employees’ potential, readiness for a move and current abil-
ities withheld from the individual. Development moves have been ofered to the individ-
ual who has been expected to fall in with these plans. However, high-fyers are becoming 
more discriminating about what they require from their employer and less compliant 
with organisational ‘ofers’ unless these meet the individual’s needs. 

If the ‘empowered’ employee has his or her own plans, can succession planning hope to 
incorporate these? AlliedSignal Aerospace aims to meet both the needs of individual employ-
ees, teams of employees and also the organisation through its integrated approach to perfor-
mance management, development processes and succession planning. Te NHS in Scotland 
aims to develop a coherent architecture of learning, experience and personal development at 
all stages of a manager’s career, up to and including the boardroom. Te framework includes 
learning support in the forms of action learning sets, mentoring and ‘critical companionship’, 
which is a helping relationship, in which an experienced facilitator (ofen, but not always a 
colleague) accompanies another on an experiential learning journey, using methods of ‘high 
challenge’ and ‘high support’ in a trusting relationship. Te overall purpose of critical com-
panionship is to enable others to practise in ways that are person-centred and evidence-based. 
Some organisations are developing ‘maps’ of managerial careers to enable people to spot op-
portunities for themselves as well as gear their development to areas of interest to them. 

In the Springfeld ReManufacturing Corporation, employees are provided with a list 
of all jobs available in the organisation and are asked to identify the next position they 
would like to hold. Training and development programmes are then built around qual-
ifcation for the next position. Supervisors and managers track employees’ progress and 
feedback results through individual annual reports. Similarly, managers are asked to 
provide a list of people whom they believe could fll their position. Te management 
team then assesses whether potential candidates require further training before they are 
‘ready’ for their specifed jobs. Tis approach has led to the development of a pool of 
committed potential successors at every level in the organisation. 

Te question of how open an organisation should be about how a person’s potential is 
perceived is ofen asked. Tere are fears that people may have expectations raised which 
may not be fulflled, or that ‘high potentials’ will become more demanding if they know 
how they are perceived. Tese fears may be justifed. On the other hand, if people are 
also made aware that while opportunities for promotion may be limited, other oppor-
tunities can be made available, the expected exodus may not be as large as anticipated. 
One FMCG company, for instance, trains its executive group in career counselling tech-
niques. Each executive has a number of high-fying ‘clients’. Te objective here is not to 
promise rapid progression up the hierarchy but to convey the message that the organi-
sation values these individuals and is interested in their development. Being open with 
these individuals has not proved a problem, quite the reverse. 

Case: succession planning for the top jobs in BP Amoco – a strategic
approach 

Succession planning for the top jobs in BP Amoco is based on a structured, long-term 
assessment and development format. Te 200 high-potential candidates viewed to have 
the capability to reach the top 100 jobs in the company are mainly drawn from the top 
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2500. A broader group of achievers are expected to reach the top 500 roles (i.e. Group 
Leadership), but development of these people takes place largely within their own busi-
nesses, i.e. Oil, Exploration, Chemicals or Global Business Centre. Te supporting infra-
structure for succession planning consists of a set of functional development committees 
within each of the businesses. Tese link into HR committees within each business 
which in turn link to the group-level HR committee (Figure 12.2). 

Draf plans are initially generated by a combination of current incumbents’ knowledge 
of direct reports and others and the HR secretariat for each committee. Te committees 
then work to fnalise the plans based on personal knowledge of potential successors and 
high potentials. Tis personal knowledge is developed through an ongoing annual re-
view of all high-potential individuals. Each committee focuses on a diferent group of 
high potentials. Succession planning is taken very seriously by the business. 

Te high-potential population is divided into four groupings or ‘cohorts’ and these 
are based on their: 

• Stage of their development, e.g. their grade at the time 
• Historical rate of progression, e.g. moving through the grades every 18 months as 

opposed to the norm of two years 
• Longer-term potential, i.e. perceived ability to reach the top 100 or even top 20 jobs. 

Te four cohorts are grouped according to the approximate number of years required 
for individuals to reach the top jobs. Progress within cohorts is reviewed using a Devel-
opment Checklist which summarises whether a person has acquired all the key experi-
ences for their stage of development. Te checklist, prepared by the Group HR Executive 
support team, is easy for senior managers to understand and helps the review process to 
work smoothly (Figure 12.3). 

Te cohort analysis is done annually, with one cohort being reviewed per quarter. 
Only half a cohort will be reviewed at a time, with special attention being paid to those 
who will move in the next 12 months. Cohort membership is not static. Feedback about 
individuals is provided by committee members or by Dr Candy Albertsson using a 
structured process. Nor is the information concerning the review kept secret. Feedback 
on development and gaps has an impact on personal development plans and individ-
ual performance objectives. Typically, 20% move up in a cohort annually. Tere is not 

Group high potential
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Figure 12.2 The supporting committee infrastructure in BP Amoco.
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Figure 12.3 Te cohort review process in BP Amoco. 

necessarily an even distribution between the cohorts. On a few occasions, a relative short-
age of identifed junior talent prompted the high-potential committees to actively seek 
out potential lower down the organisation. It is also recognised that telling people that 
they are part of the high-potential programme tends to encourage and motivate them. 

However, the primary purpose behind grouping individuals into cohorts is that it 
enables more closely targeted development opportunities to be made available accord-
ing to the individuals’ stage of development. To reach the top 100 jobs it is essential 
that individuals are able to work across boundaries. Tey must have some international 
experience and have built up international exposure to reach the most senior roles. So 
for people in cohort four, i.e. 15–20 years away from a top job, it is considered important 
that they acquire some cross-functional experience. During their tenure in this cohort, 
individuals will be likely to attend a junior version of the LEAD programme, known as 
ALP and take part in the ‘Stage 1’ management development programme. 

Stage I ofers a strategic overview of the business – the issues and deliverables within 
the regions. Participants meet with members of the most senior management tiers and 
gain a better understanding of their region. People in cohort three, 10–15 years away 
from the top jobs, have the opportunity to acquire international experience and cross-
business exposure. Tey are likely to have people management and bottom-line respon-
sibilities. Tey will also be invited to take part in the Stage II management development 
programme which has a clear group focus on business strategy and people management. 
For people in cohort two, fve to ten years away from a top job, there are opportunities to 
attend an international business school and the LEAD programme. 

In cohort one, with only fve years before individuals are considered ready for a top 
100 job, development is very individually focused. It is also expected that these senior 
managers will take a lead role in the development of others – by acting as mentor or an 
observer on the LEAD or ALP programmes. Tey will be invited to Group Leadership 
meetings and contribute to group-level initiatives. Tey are able to state their aspirations 
through the personal development planning process and their names start to appear on 
candidate lists. Tere is an internal job/people broker who networks their names with 
line managers and committee members, coaches high potentials on their development 
and builds momentum for a role change. Te top 500 roles each have a candidate list of 
potential successors, categorised as ‘possible’, ‘emergency’ and ‘preferred’. 
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NEWER APPROACHES 

Sophisticated succession planning and high potential processes such as these con-
tinue to be the exception rather than the rule. Things are changing, however. While 
succession planning is an organisation-driven process designed to secure needed 
future leaders and manage risk, for employees, being designated a successor may not 
be so attractive. Today internal mobility is far less about ‘careers’ and much more 
about ‘experiences and skills’. Fast-tracks that seem to offer rapid career develop-
ment in a harsh and competitive organisational climate may be less attractive than 
they may at first appear. Far from seeking to whizz up a corporate ladder and take 
on yet more responsibility, some skilled employees are now considering opting out 
of employment. 

Aligning expectations 

Newer approaches recognise the importance of aligning high potential employee and 
senior leader expectations about development programmes and career paths. Te em-
phasis on individuals’ values and choices is very much in line with the current climate in 
which employees are becoming more selective about who they want to work for. Career 
development is an obvious arena for negotiation between organisations and employees. 
Increasingly some knowledge workers are looking for more congenial working arrange-
ments in organisations whose ethos they can espouse. As one ‘high-fyer’ said as she 
joined her new employer, ‘at last I’m working for a company whose product I believe in’. 
Some companies now ofer senior employees various forms of fexible working arrange-
ment including fexible retirement, in order to retain them. 

Possible new approaches appear less organisation-driven and more based on an 
adult–adult employment relationship that recognises the increasing power of the 
knowledge worker to make demands of the organisation that go beyond pay and ra-
tions. High performing professionals want to try new things, learn adjacent skills, take 
international assignments and get a chance to work with diferent leaders. Tere is 
already a good deal of anecdotal evidence that employees with transferable skills and 
experience are more confdent of being employable and less tolerant of the frustrations 
of poor management, inappropriate reward and few growth opportunities. Ironically, 
the very skills which many employers crave – such as the ability to get things done, be 
innovative, customer oriented etc. – are precisely the skills that will help people get jobs 
elsewhere. 

Deloitte (2018) recommends a ‘centred’ approach to succession planning that is 
designed to put the people involved – both the leaders managing the process and the 
successors who are being considered – at the centre, supported by processes that help 
decision-makers maintain objectivity. People-centred design tools channel emotions 
productively into the succession planning process and allow organisations to consider 
objective talent assessment criteria without the process being perceived as threatening 
to the current leader community. All incumbents and succession candidates, especially 
those at the middle/upper and top management levels, establish a Personal Development 
Plan for the upcoming year. Te aim is to create a succession programme that leaders 
want to participate in, which can only happen when all participants appreciate its value 
and feel that it is fair and easy to navigate – and that it ultimately creates more opportu-
nity for all involved. 
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Shorter timeframes 

Succession planning is a long-term discipline in a short-term world (Deloitte 2018). Pep-
siCo is shortening the time frame of the conventional long-term succession planning 
model. Instead of the usual annual updates on the development of possible successors, 
brief quarterly updates are provided – and appointments are delayed so that they happen 
closer to when successors are likely to step into their roles (Cappelli and Tavis 2018). In 
Deloitte (2018) research, an associate vice president of leadership development explained 
how his organisation’s succession planning had been broken into nine executive talent 
review sessions per year - to create more focus and depth. Seeing leadership succession 
planning as part of their day-to-day job helps keep leaders proactively engaged in the 
shorter term while also pursuing long-term success. Cappelli and Tavis (2018) point out 
that newer approaches use data analysis to identify the skills required for particular jobs 
and for advancement, enable managers to suggest to individual employees what kinds of 
training and future jobs make sense for them, given their experience and interests. By 
putting high potentials into a succession planning process and communicating clearly 
how they can attain these goals, HR can reassure them of their place in the organisation 
and help them identify their best career options to advance in their careers as they wish. 

Retaining leadership talent 

If the primary objective of succession planning is the identifcation and growth of lead-
ership talent, related objectives include the retention of talent and continuity of leader-
ship. Identifying high potential employees is one thing; retaining them is another. CEB 
(2015) suggests ofering high potential employees a ‘talent deal’ that provides them with 
a variety of special opportunities, benefts and commitments, while also defning com-
mitments or responsibilities expected from them in return. Managers must understand 
the importance of assessing and developing their people through 1-on-1 development 
discussions and informal feedback throughout the year. Tey should be encouraged to 
conduct regular ‘stay interviews’ with high performers to uncover what motivates them 
and to identify and address the risks of losing them. Such employees are ofen at high 
risk of burnout and being overworked. Supportive managers will attempt to remove any 
unnecessary forms of stress, including concerns over job security, and can help keep 
people on track. 

MAXIMISING SUCCESSION PLANNING 

In this section we consider some recommendations on how organisations can maximise 
their investment in succession planning and high potential development. 

Recommendation one: integrate succession planning with other initiatives 

Link succession planning and corporate strategy 

Among the limitations of conventional succession planning is the tendency for the plan-
ning process to be divorced from the corporate strategy and from what the organisation 
is trying to achieve longer term. If succession planning takes place in isolation from the 
way the organisation is going, ‘successors’ are unlikely to have the relevant skills and 
behaviours for leadership roles in the future. In devising new approaches to succession 
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planning, it is important to have a clear business imperative and be able to identify how 
the process must impact on the business. 

Workforce planning (see Chapter 7) should highlight gaps in the organisation’s ca-
pability to deliver its longer-term strategies. Typically, these gaps should be flled by 
judicious recruitment, both for specifc roles and to build up the supply of new talent 
within the organisation. Gaps in the organisation’s current capability can also be flled 
through management development. Te danger in a rapidly changing environment is to 
assume that gaps can only be flled by recruitment rather than development, because de-
velopment takes too long. Tis contingency approach to planning can backfre in several 
ways. Not only do new people usually need time to become efective in their roles, but 
if their ‘ft’ with the organisation does not work, expensive mistakes can be made. Simi-
larly, a policy of external appointments for key roles can demotivate internal candidates, 
especially if they have developed the relevant skills for a key role. 

Te challenge is to strike a balance between organisational and individual needs by flling 
gaps through both development and recruitment. A happy compromise between external 
and internal recruitment to high-fyer schemes appears to have been struck in a UK retail 
bank. Teir leadership development programme lasts for two years and the programme’s 
aim is to develop the perceived potential of internal and external high-fyers by exposing 
them to a range of learning and business opportunities. Recruits to this programme include 
a number of individuals in their forties, who have been with the company for a number of 
years and whose potential for senior roles has only recently been recognised. 

Of course, in times of change, developing a longer-term corporate strategy with clearly 
defned goals and management requirements is not always possible. Even a well-defned 
corporate strategy will need to fex with changing circumstances and succession planning 
processes will need to do the same. To ensure successful execution, succession planning 
requires the development and fostering of a learning-focused culture that is responsive to 
all these changes and that identifes and nurtures top performers. To achieve that, it is vital 
to align the organisation’s talent strategy to its business strategy and to get executive buy-in 
to create a learning-focused culture that will support succession planning. Te Corestates 
Financial Corporation addressed this issue by focusing on its corporate vision, principles 
and core values rather than detailed corporate and business plans and so provided a focus 
for the development of leaders during a period of rapid change in the banking industry. 

Link succession planning with management development, leadership
performance and assessment 

Talent management activities should be developed in an integrated way with other HR 
policies and practice. So if what is required in changing industries are innovative, proac-
tive succession strategies aimed at strengthening business success, it is important to tie 
together succession planning, employee development and the use of assessment instru-
ments to enhance leadership performance. In Hershey Foods Corporation, assessment 
instruments can be used to assist in the candidate/job matching process. In the Post 
Ofce, career planning, talent review and succession planning are linked. AlliedSignal 
Aerospace integrates performance management, development, succession planning and 
reward processes. Texaco combines the use of competencies, the development of the 
‘talent pool’, culture change and succession planning. For senior management positions 
in Texaco, the key to diferentiating candidate readiness for advancement is through 
the demonstration of Texaco’s Core Leadership Competencies. In Philips, leadership 
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competencies are at the heart of an integrated set of processes which include selection, 
performance appraisal, development, education and training and succession planning. 

Schering-Plough Pharmaceuticals review successor and high-potential talent within 
a three-year framework for management and organisation development. Of course, in a 
short-term results-oriented organisation, the benefts of an integrated approach to suc-
cession planning may need selling to the senior management team. Senior management 
attention is usually focused on matters fnancial, technological or concerned with mar-
ket share. In a decentralised organisation this task can be even more difcult, especially 
if the regional operations see no reason to ‘share’ information about high-potential indi-
viduals with the centre. In BP Amoco, the most senior levels of management are directly 
involved in the management of high-potential programmes, with the High Potential 
Committee chaired by the Deputy Chief Executive. 

Recommendation two: be clear about what else you want to achieve
through succession planning 

It is therefore important to be clear what objectives are being served by the succession 
planning process and to set measures to ensure that those objectives are being achieved. 

A key objective of succession planning is the identifcation of candidate ‘pools’ from 
among existing employees who are ready for advancement. For this to happen systemati-
cally, a meaningful and efective system for talent pool review and development needs to 
be created. Tis will involve management development assessment and planning against 
agreed criteria which are clearly understood and stem from business requirements. Data 
will need to be collected, analysed; decisions taken and plans made. Te process will 
need to be monitored to ensure that the ‘talent’ identifed is being developed and demon-
strated in practice. 

For the data-gathering to be efective, line managers across the organisation will need 
to be involved, trained and take responsibility for identifying and nurturing the organi-
sation’s potential. Of course, this is easier said than achieved, especially in a decentralised 
organisation where the benefts of business unit autonomy have to be weighed against the 
longer-term benefts to the organisation as a whole of developing people potential as a 
corporate rather than local resource. As has already been stated, any planning system of 
this sort needs to be reviewed to ensure that it is meeting needs and moving in line with 
the business. It also needs to be as simple and transparent as possible. Tis does of course 
suggest an automated process to some extent but the decisions about the process should 
in every case precede automation considerations. 

Create a lever for critical cultural change 

Of course, if businesses are going through change, they are likely to require diferent 
skills and behaviours of employees in general and of leaders in particular. Given the 
generally recognised importance of leaders ‘walking the talk’, succession planning can 
develop leaders whose skills and values are in tune with the changing culture of the 
organisation. 

One fnancial services organisation highlighted the problems caused by senior 
managers failing to practise the teamworking values which they advocated for others. 
Te company in question attempted to bring about behaviour change by training senior 
management in leadership skills and using upward feedback processes. When that failed 
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to produce signifcant changes in behaviour, feedback results were fed into decision-
making about bonuses. Management behaviour soon shifed in the desired direction. 

In Rhône–Poulenc Canada succession planning is linked to management develop-
ment, organisational strategy and culture. In making these connections, it is important 
to identify both starting points – by carrying out an audit of the current culture – and 
‘destination’ points in the targeted culture. Tese should be described in terms of com-
petencies or behaviours. Te leadership competency models should be built around the 
targeted culture and assessment and development tools developed for ‘high-potential’ 
candidates in the succession planning pool. In Rhône–Poulenc, 360-degree models and 
psychometric tests are used, together with performance measurement data. Te infor-
mation gathered is fed into the succession planning system. 

In a major pharmaceutical company, leadership planning is considered as important 
as succession planning. Trough the Leadership and Development Review, managers are 
judged not simply on what they produce but on how they perform against the values of the 
organisation. As such, the leadership planning process becomes transformational in support-
ing the business, not just a transactional exercise. Leadership development takes place mainly 
on the job and feedback from managers is an important part of fne-tuning leadership ability. 

For leadership development to become a process, not an event, Federal Express has 
created a Leadership Institute which conducts week-long courses where attendance is re-
quired as managers move into the various levels. A special emphasis is placed on develop-
ing the ‘sof’ skills of leadership. A parallel process known as the Leadership Evaluation 
and Awareness Process (LEAP) is used to assess and prepare individuals for their roles 
as managers. Te process allows people who are interested in formal leadership roles to 
put themselves forward and receive self-development tools and personalised coaching. 
FedEx leaders and employees are directly involved in helping other people to develop. 
Tis has produced twin benefts by increasing the readiness of managers for leadership 
responsibilities as well as reducing the turnover of front-line management. 

Recommendation three: create the processes, then assess and monitor
performance 

Processes must be developed to track the performance and progress of those identifed 
in the talent pool as well as systems for reviewing, refning and making changes to talent 
management initiatives in line with changing organisational priorities. Te basic ques-
tions to ask when developing succession plans are relatively straightforward and stem 
from the Human Resource planning cycle as follows: 

• Selection. Who are the right people to meet our business needs? 
• Performance appraisal. How have they performed against their objectives? 
• Development planning. What is their potential? What steps do they need to take to 

realise that potential? 
• Education, training and learning. What learning opportunities are required to sup-

port their development? 
• Succession planning. Who will fll our key positions now and in the future? 

Te core processes are also relatively simple in theory, but more difcult to implement in 
practice for a variety of reasons. Typically, these include succession planning being seen 
as a ‘stand-alone’ activity or as a responsibility of Personnel alone, processes becoming 
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outdated or inappropriate and inadequate data fow. At the very least, succession plan-
ning processes should include: 

• Ongoing planning activity which assesses how well the organisation is placed to 
meet replacement requirements etc. 

• Individual performance and potential assessment 
• Individual development planning 

Interconnected processes include: 

Selection 
• College recruiting – the ‘milk round’ 
• Experienced new hire selection, including MBA recruitment 
• Internal job movement 

Performance appraisal 
• Appraisal of job responsibilities and accomplishments 
• Reviewing personal and team efectiveness 
• Assessing the balance between what has been achieved and how 

Development planning 
• Talent reviews 
• Assessment of potential 
• Identifcation of development needs 
• Career development planning 
• Development action planning and review 

Education, learning and training 
• On-the-job development 
• Educational and training programmes 
• Learning groups 
• Peer coaching 
• Learning ‘logs’ and development portfolios 
• Programmes to support organisational and individual development needs 

Succession planning 
• Identifcation of successors and potential successors for key roles 
• Creation of development opportunities for potential successors 

Efective collation of information 

It is important to create a process and IT infrastructure which allow for the integration 
of information from a range of sources including diferent forms of feedback and enable 
succession planning to work efectively. Tere need to be simple and direct methods of 
assessing employee potential, for spotting opportunities to help individuals to develop. 
Information needs to be tracked and data kept up to date. Individual and job profles 
must also be kept up to date so that efective opportunity matching can occur. A co-
herent set of processes is evident in Wendy’s International. A suite of activities includes 
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ongoing disciplined job analysis, screening tools for success, assessment centres, Human 
Resource planning, individual development planning and outcome-based evaluation. 

In United Airlines, the process of pushing succession planning down the manage-
ment ranks is assisted by automated processes which overcome the limitations of paper 
fow logistics. Tis has enabled individual career planning and organisational succession 
planning needs to be married up more efciently. Internal resumés are used to ensure 
that relevant skills are captured, together with candidates’ internal/external history, fu-
ture assignment and relocation interests. Tese can then be matched against selected 
management positions. Having access to the information online has resulted in stream-
lined reporting and improved stafng for vacancies. 

Te usefulness of any review process depends to a large extent on the quality of infor-
mation provided by line management. Ofen, divisions are asked to supply the following: 

• the strategic plan 
• a review of the previous year 
• information about each individual, their performance, promotion potential and 

functions to which they are perceived to be best suited 
• details of past job and training history including current performance ratings 
• future career development plans, especially of high-fyers 
• individual career ambitions 
• information on individual’s cross-functional moves, including international 

experience 
• information on an individual’s training and skill levels 

In BOC (now part of the Linde Group) additional data gathered includes what new jobs 
may be created in the future and who might fll them. Te process is regulated by stand-
ard forms. Each business is also required to report on the strengths and weaknesses of 
its management, professional and technical workforce and produce an action plan to ad-
dress problem areas. Companies such as Xerox use a computerised succession planning 
system for storing information on both staf and positions. 

Succession planning systems should be incorporated into human resource planning 
systems so that detailed planning exercises can be undertaken for any part of an organi-
sation. Employee information such as: 

• Skills and performance profles linked to overall business criteria 
• Training and development profles 
• Individual succession plans with alternative career/succession plans can be supple-

mented by data modelling to facilitate: 
• Resourcing and job/skills matching 
• Tracking of expertise and experience in key project areas 
• Successor identifcation 
• Identifcation of ‘what if?’ scenarios. 

Recommendation four: use development planning and interventions to
achieve organisational success 

Assignments and project work arising from education and training are being taken se-
riously by senior management as a means of both developing high-fyers and addressing 
real business problems. 
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In decentralised organisations people responsible for management development and 
succession planning face a number of challenges. One of these is how to identify and 
develop ‘high-potential’ employees in diferent regions without harming the autonomy 
of regional management. Te aim should be to balance the short-term needs of indi-
vidual businesses with the long-term needs of the organisation. In some organisations, 
generic competencies are used for the identifcation of potential while the development 
opportunities are made relevant to the local business in which the individual is oper-
ating. When the benefts to the region’s business become apparent, regional manag-
ers usually develop a cooperative approach towards taking part in ‘central’ succession 
planning. 

Manage assignments as well as development in place 

In the case of international assignments, support may be required prior to, during and 
afer the assignment to reintegrate the individual and their learning. A number of organ-
isations are now using mentors for setting people up for success, even when there is no 
overseas element to the assignment. 

For most high-fyers, development in place is likely to be the norm. Providing chal-
lenges and assignments to develop skills and leverage strengths should lead to retention. 
Some organisations are collaborating in providing shared development opportunities for 
their high-fyers. Such opportunities include secondments to other organisations in the 
network and joint working groups on industry-related issues. 

Create key management ownership of the process 

Of course, relying on Human Resource processes alone for the identifcation of potential 
is not necessarily the best policy. It is important that line managers consider that they 
have a responsibility to spot and nurture talent as an organisational resource. Line man-
agers are also ideally placed to assess actual performance and are a key partner in the 
objective-setting process. Engaging line managers from an early stage is critical to ensure 
that they are committed to organisational approaches to talent management. 

Some organisations such as Schering-Plough Pharmaceuticals are now measuring and 
rewarding managers for their part in developing others. Training and feedback processes 
can be helpful in enabling senior managers to take on this role. Involving senior man-
agers in assessing potential through assessment centres, for instance, can be helpful in 
building up awareness and ownership of the process. 

It is also important that there is line ownership and senior management support for 
succession planning. Without this ownership, the day-to-day identifcation, development 
and management of high-fyers may be confned to the occasional training or assessment 
intervention. It may be necessary to sell the importance of this to senior management 
and to garner support from critical constituencies. 

CONCLUSION 

Te purpose of conventional succession planning is to supply successors for key posts in 
the organisation in the future. In the current climate of ongoing economic and organi-
sational change, there are opportunities to learn from the past as well as to examine how 
to maximise the diversity and potential of fast-track and succession planning processes. 
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Succession planning should sit within a coherent, fexible and integrated set of organisa-
tional development processes. 

While a holistic approach to succession planning is helpful, it can be easy to ‘take 
one’s eye of the ball’ and lose sight of whether the processes are meeting requirements. 
Choosing and using the right metrics is essential, as well as ensuring that all stakeholders 
in the process are playing their part. So with that warning note, an integrated approach, 
focused on building organisational capability to meet current and future business objec-
tives, is the starting point for succession planning. 

We have discussed how a proactive, strategic approach to talent management jointly 
owned by the line and HR ofers considerable organisational benefts in terms of devel-
oping a fexible pool of high calibre talent to meet future needs. Adopting a ‘partnership’ 
approach with individuals turns succession planning into a validated process rather than 
a fortune-telling exercise. Involving employees in the succession planning process in an 
open and honest way should allow for more detailed, realistic career planning and lead 
to improved motivation, commitment and better retention. 

Succession planning needs to be a continuous process, rather than an annual event. 
It should be focused on longer-term development and retention, rather than short-term 
replacements or emergencies, but also be fexible. It should centre on what is needed, 
rather than on who is in place. It should facilitate the removal of blockages to diversity 
and enable healthy mobility towards key positions. It should create a pool of available 
talent at all levels in the organisation to meet both individual and organisational needs. 

Any organisation which ‘puts all its eggs in one basket’ is potentially leaving itself ex-
posed longer term. Fast-tracks can happily co-exist alongside other development routes. 
As we have seen (Chapter 10) more inclusive approaches to talent development can en-
hance an organisation’s talent pool and support employer branding in the labour market. 
Tey provide a means of maximising internal employee potential, increasing employee 
engagement and improving retention. 

To be efective, succession planning requires the fostering of a learning-focused 
culture that is responsive to change and that identifes and nurtures top performers. To 
be seen as credible suppliers of excellent future leaders, HR departments must model 
leadership behaviour. And the good news is, developing good leaders pays dividends. Not 
only does feld study evidence (Barling et al. 1996) suggest that leadership behaviours 
and efectiveness increase following training, the DDI/CIPD study (2008) found also 
that the companies that develop leaders well have high RoEs and proft margins. And – 
who knows? – by developing leaders at all levels, HR will be building corporate agility, 
reinforcing employer brand, creating better employee engagement and potentially win-
ning the war for talent! 
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CHAPTER OVERVIEW 

In this chapter, we consider what global HRM addresses and look at some of the challenges 
of ‘glocal’ – thinking global, acting local’ with respect to HR strategies. We shall cover: 

• International and global HRM theory 
• Challenges facing global businesses 
• Global HR leadership, teams and structures 
• Global vs local 
• Global talent management 
• Supporting transnational teams 

LEARNING OBJECTIVES 

• Discuss approaches to international and global HRM 
• Analyse some theoretical and practical perspectives on the challenges of implement-

ing global HRM 

INTRODUCTION: INTERNATIONAL AND GLOBAL HRM THEORY 

As we discussed in Chapter 1, International HRM (IHRM) is a growing feld that con-
cerns the management of human resources in diferent contexts in which international 
frms operate. It includes comparisons of how HRM and Industrial Relations practices 
operate in various countries (comparative IHRM) and also how HRM is conducted 
across countries and cultures in multi-national and international companies (tending 
towards the global HRM concept) (Dowling and Welch 2004; Iles and Zhang 2013). 

As organisations globalise, they typically seek to standardise organisational design, 
systems, processes and procedures. Global HRM means supporting, managing and en-
gaging employees around the world, deploying common policies and building structures 
which can support business operations and a corporate culture which connects employ-
ees, as well as facilitating learning and innovation worldwide. At the same time, they 
need to adapt to the local market and culture (Scullion et al 2007). 

Alongside deploying common policies, HR must also take into account local legisla-
tion, customs and culture to create an ofer that is consistent across the world, but which 
can fex to meet local requirements. Global organisations therefore must operate accord-
ing to the old dictum ‘think global, act local’ (or ‘glocal’). In practice, few global HR 
teams appear able to achieve a high level of global integration or resolve ‘global’ versus 
‘local’ dilemmas. Corporate approaches which generally come unstuck at local level are 
in areas such as management by objectives, pay for performance, terms and conditions. 

For Brewster et al. (2002, 2016), the role HRM plays in contributing to global business 
success is little understood. Tey point out that ‘although HR forms a very substantial 
part of their operating costs, so far there has been very little serious attention paid to 
thinking strategically about it’. For Fons Trompenaars (1997), even the notion of HR 
management is an Anglo-Saxon concept which is difcult to translate to other cultures: 
‘It borrows from economics the idea that human beings are “resources” like physical and 
monetary resources. It tends to assume almost unlimited capacities for individual devel-
opment. In countries without these beliefs, this concept is hard to grasp and unpopular 
once it is understood’. Equally, the lack of an efective multi-cultural HR strategy can 
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potentially undermine the organisation’s ability to grow its capabilities and optimise its 
international business opportunities. 

An aligned global HR agenda must equip the organisation to deal with its strategic 
objectives and capitalise on the opportunities of scale, scope and diversity. Convergence 
is the adoption by a global organisation of similar HR practices across the world (stand-
ardisation). Convergence involves centralising operational decision making and implies 
a high need for cultural control. Te parenting style of the parent company tends to be 
refected in the level of control and in the choice of areas in which complete standardisa-
tion is required. For Stroh and Caligiuri (1998), the three aspects of people management 
critical to the success of global companies are as follows: 

• Te adoption of fexible management policies and practices worldwide 
• Te inclusion of the HR function as a strategic business partner in global business 
• Te development of global leaders 

Te global HR agenda will also include a focus on facilitating international mobility, 
skills requirements, skills transfer, management development and organisation develop-
ment. Tis will involve hiring staf across geographic boundaries, and also training man-
agers about the cultures and sensitivities of the host country. Sparrow (2008) suggests 
that global HR standardisation and coordination should apply to: 

• Performance management processes 
• Capability/competency systems 
• Talent management processes 
• Employment brand (Sparrow 2008) 

I would also add optimising the benefts of diversity, facilitating organisational learning, 
and enabling cross-boundary or transnational teamworking. 

Undoubtedly, the task of global HR at the centre today is more complex and demand-
ing than in the days when multinationals (MNEs) simply issued edicts from HQ which 
had to be implemented locally. In the global organisation, however, such centrist ap-
proaches may not be efective. Te danger of too much centralisation is that culturally 
inappropriate policies are imposed and fail to be implemented. Divergence, or decen-
tralised decision-making, is the approach taken by a global organisation when it adapts 
its HR practices across the world to suit local conditions. Too much localisation can 
mean decision-making becomes bogged down, delivery gets fragmented, and resources 
are wasted with endless reinvention of wheels. 

Tere is some coalescence of view about the more challenging aspects of global HRM: 

• Culture, alignment (of strategy and practice, and of HR practice with business 
strategy) 

• Integrating global processes and policies with local practices 
• Te question of standardisation vs localisation (i.e. a global policy as in the geocen-

tric vs the local adaptation of the polycentric) 
• Managing paradoxes and multi-dimensioned issues 
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With respect to brand, the challenge is to create a local appeal without compromising 
upon the global identity. Divergence is necessary because, while an organisation may use 
a single brand and deliver similar products and services all over the world, workforces 
in diferent operating countries may have very diferent needs. Salary benchmarks and 
typical working hours may be diferent. Cultural diferences may afect workplace facili-
ties, communication protocols and management frameworks. Tis can be a complex set 
of variables to manage under a single employer brand. 

So while the activities and functions involved in managing people globally are similar 
to those in domestic organisations, the nature of HRM in global companies may difer 
according to multiple factors – geography, parent company culture, life cycle stage and 
so on. Tese infuence the global HR agenda in any given company. Factors afecting the 
choice between convergence and divergence (Harris and Brewster 1999) are the: 

• extent to which there are well-defned local norms 
• degree to which an operating unit is embedded in the local environment 
• strength of the fow of resources between the parent and the subsidiary 
• orientation of the parent to control 
• nature of the industry 
• specifc organisational competencies, including HRM, that are critical for achiev-

ing competitive advantage in a global environment. 

Before discussing global HR strategy in more detail, let us consider some of the stages of 
evolution of international business and also some of the challenges facing global organ-
isations and their leaders. 

Te development of international organisations 

Companies typically evolve through four stages of internationalisation – domestic/ex-
port, international, multinational and global (Adler and Ghadar 1990). Te domestic 
stage is where the company focuses on the home market and exports out; cultural is-
sues typically play little part at this stage. Cultural diferences in foreign markets play a 
greater part at the international phase which is where production, marketing and man-
ufacturing of products is moved to the relevant market to facilitate local responsiveness, 
lower costs, secure external relationships and transfer learning (Scullion 2005). 

In the next phase, multinational companies focus on achieving competitive advantage 
by globalising the product and keeping costs low. Many multinationals operate a regional 
approach with mini-HQs which standardise suitable approaches within regions. Others 
operate as multi-country/multi-domestic by establishing subsidiary countries – ofen oper-
ating independently – with full support functions like HR. Transnational companies such 
as Standard Chartered act local while drawing on global resources. Finally, global com-
panies gain global advantage by focusing on quality and adapting products to individual 
markets. With a global approach and global customers information sharing is encouraged. 
Cultural sensitivity is paramount. Tese diferent life cycle phases arguably require difer-
ent business strategies, diferent types of management approach and each stage has difer-
ent implications for people management and for international careers (Adler 1995). 
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Figure 13.1 Te ‘international manager’. 

Scale, scope and complexity 

While increased scale presents opportunities, it also creates difculties and requires sen-
sitivity to local diferences (Sinclair and Agyeman 2004). Global leaders face challenges 
of scope and complexity and must leverage the benefts of scale, build an integrated 
consistent global culture or brand and facilitate learning and innovation. To maxim-
ise the benefts of operating globally, organisations must be able to mobilise resources 
according to requirements. To ensure this happens efectively, leaders need to motivate 
people to work for global as well as local goals (Brake 1997). Operationalising this sensi-
tivity at local level remains a challenge, since typically the benefts of scale and maxim-
ise efciency are leveraged through standardisation and eliminating what is considered 
unnecessary duplication. 

Dealing with constant change 

On their way to becoming global, organisations usually reengineer, redesign and re-
evaluate their processes, procedures and products, as well as their workforce, services 
and public relations (Harris 2002). Change is therefore a constant feature of global or-
ganisations as leaders manage increasing numbers of cross-border acquisitions, mergers, 
partnerships and alliances (Kets De Vries and Florent-Treacy 1999). Tis requires change 
management capability and adaptive strategies for gaining ‘buy in’, yet achieving ‘buy-in’ 
to change across a global workforce can be difcult. Global leaders, themselves in short 
supply, need to manage employees with a diverse range of cultural backgrounds and val-
ues, languages, diferent employment experiences and expectations. Moreover, what is 
considered to constitute efective leadership behaviour will difer across cultures (Dickson 
et al. 2003). 
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Challenges facing global businesses 

Global businesses operate in an interconnected, dynamic and uncertain global environ-
ment. Business leaders face intense and shifing global competition, technological rev-
olution, constant change, increased exposure and cost pressures. Tanks to technology, 
borders of time, distance, language and markets are being eroded. Cost drivers and tal-
ent supply afect the location of value-adding activities. Dealing with diferent national 
and business cultures, employment market conditions, legal requirements, time-zones 
and languages creates signifcant challenges for leaders. Managers are also under pres-
sure to adapt their organisation to the local characteristics of the market, the legislation, 
the fscal regime, the socio-political system and the cultural system. 

Te interconnected nature of global business creates a complex and unpredictable 
environment that leaves major international businesses more vulnerable than before to 
new threats and risks. What happens in one part of the world has repercussions else-
where and global organisations are keenly exposed to geo-socio-political and economic 
shifs, as events of the past few years have illustrated. Wars in Afghanistan and Iraq, 
terrorist attacks in various parts of the world, computer viruses, and ongoing politi-
cal uncertainty and instability in many countries have not only had tragic and terrible 
human consequences but also created new levels of uncertainty and risk that have had 
a powerful economic efect, as has the global banking crisis and ensuing economic vol-
atility. Deregulation, changing security arrangements and slower growth in declining 
markets add to the complexity (Collings et al. 2007). 

Corporate ethics and reputations 

Ethics are high on global organisations’ agendas, if only for self-protection. Global 
brands are under particular pressure to improve their environmental and social 
responsibility credentials, with concerns about climate change, the environment and 
the growing gap between rich and poor (within and between nations) fuelling demand 
from consumers and investors alike for ethical, responsible and sustainable business 
practice. Tanks to social media consumer pressure groups can broadcast their cam-
paigns and boycotts to international audiences. Tey now talk of their ability to ‘swarm’, 
to rally activist allies for ‘direct action’ against the various worldwide bases of a single 
corporation on a single day. Because of their pervasiveness they are seen as particularly 
powerful, ‘capable of doing great good and causing considerable harm’ (Holt et al. 2004: 
70). Leaders need to be proactive in managing their organisational reputations in the 
face of worldwide demands for higher standards of business practice, accountability 
and responsibility. 

Managing a global workforce 

Working in international business involves collaborating with colleagues in a cultur-
ally diverse workplace. Te diversity of a global organisation’s workforce can be one of 
its greatest strengths. Studies show that workforce diversity leads to superior business 
performance, an improved bottom line, competitive advantage, creativity, employee sat-
isfaction and loyalty, lower absenteeism, strengthened relationships with multicultural 
communities and attraction of the best and the brightest candidates (Caligiuri and Stroh, 
2006; McCuiston et al., 2004; Ng and Tung, 1998; Schneider Ross, 2002). Understanding 
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how to communicate across cultures, motivate and unify the workforce to strive for or-
ganisational success, is of paramount importance (Towers Perrin, 2006). 

Moreover, leading at a distance presents additional challenges to global leaders (Smith 
and Sinclair 2003; Smith and Bond, 2006), adding an extra layer of complexity to com-
munications. When managing at a distance, achieving coordination and control through 
direct supervision is not easy and new ways of cooperating to achieve tasks and meet or-
ganisational goals must be found. Reduced physical contact also reduces the information 
available for making judgements. Coaching and communicating can be more difcult 
particularly as managers can’t pick up physical cues that reveal problems or learn about 
what’s going on from a casual conversation. It’s harder to ensure individuals fully under-
stand their goals and are working efectively to meet them when there are distance and 
language barriers between team members. 

Managers must learn the art of accommodating cultural diferences, motivating, en-
gaging, collaborating, networking and communicating with employees through virtual 
methods as well as face-to-face. Teleconferencing and web conferencing are useful tools 
to enable teams to meet remotely and interact with each other, even asynchronously. HR 
can ofer training and development to ensure that leaders are culturally aware and able 
to utilise all these tools efectively. 

GLOBAL HR LEADERSHIP, TEAMS AND STRUCTURES 

Global HR structures typically comprise a headquarters’ function while feld operations 
are delivered by local HR professionals. Global HR teams typically have to juggle a range 
of operational issues such as stafng foreign subsidiaries and establishing compensa-
tion rates. Both HR at the centre and in diferent country locations need to operate as a 
worldwide team, take into account the cultures of diferent countries and decide which 
aspects of policies and systems should be addressed locally and which are truly global. 
HR strategy implementation is managed through relationships between the team in 
the centre and the feld. Tey need to be able to share information and power with one 
another which requires a degree of fexibility in both behaviour and policies. In many 
global companies the real challenge is raising the standards of the overall global HR 
team. Tact and compromise are likely to be hallmarks of HR teams who fnd efective 
ways of collaborating on global and local issues. 

Global HR also need a strategic perspective and must be able to anticipate the HR 
needs of their organisations. Getting the right operational-strategic balance should en-
sure that the HR contribution is proactive rather than reactive. According to Stroh and 
Caligiuri (1998), ‘the biggest barrier to HR units becoming strategic is their own lack of 
expertise of international business-related issues’. Paul Sparrow (2008) also argues that 
global HR must avoid getting trapped in the operational. For Larson (2008), successful 
global HR leadership involves knowing your business – especially in the global context; 
she suggests going out and visiting customers. Helping to create the global HR agenda 
is one way of both building the HR team and of developing a shared understanding of 
the overall business goals and direction, as well as fguring out ways to deliver what is 
required. 

Getting the HR structure right is crucial. Sparrow (2008) suggests dividing regional 
time between the largest or small-but-important strategic units and getting sites that are 
of the ‘radar map’ to self-manage. Sparrow (2008) describes how one global organisa-
tion applied the ‘Ulrich model’, with shared services concentrating on administrative 
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and transactional personnel activities separately from the main HR group. HR business 
partners worked to an ‘embedded HR’ model in which HR personnel provided dedicated 
support as generalists, business partners and account managers aligned to a business unit 
of the holding company. Specialist centres of excellence or expertise were responsible for 
capability management. Tis involved clarifying organisational capabilities and crafing 
necessary policies and HR investments to maintain the critical felds of knowledge. 

GLOBAL VS LOCAL HR APPROACHES 

While global companies may strive to establish consistent approaches, cultural 
diferences can make standardised approaches very unacceptable locally and a global 
model of HRM may not be appropriate. Decision logics need to be developed for when to 
parachute in HR support or not. It is clear that the so-called Ulrich model does not work 
everywhere. Emerging markets for instance have a range of politico/economic/environ-
mental infuences that place diferent demands on HR. 

Culturist researchers study the efects of culture on the design and implementation 
of HRM policies and practices. Tough some HRM policies may contain universal ele-
ments, others vary since they are culture-bound. Budhwar and Khatri (2002) found that, 
with respect to recruitment strategies, collectivist cultures in Asian settings seem to pre-
fer the use of internal labour markets in order to promote loyalty to the frm. Culturalist 
scholars argue that it would be very difcult for a multinational company to successfully 
apply common HRM practices in diferent national cultures, for example implementing 
an individualistic HRM system (e.g. merit-based pay and promotion) in a collectivist 
culture (Ramamoorthy and Carroll 1998; Aycan 2005). In such cultures, simply impos-
ing western-style appraisal schemes and training programmes that encourage frank 
face-to-face dialogue would be very inappropriate and undermine employee motivation. 

Getting the best out of convergence and divergence requires coordination and 
integration with particular attention to cross-cultural sensitivities. Evans et al. (2002) 
propose the following coordination tools: 

• Knowledge management 
• Capability management 
• Know-how and best practice sharing 
• Cross-boundary teams 
• Cross-boundary steering groups 
• Global process management 

Enabling integrating mechanisms include: 

• Global mindset 
• Transnational leadership development 
• Normative integration 
• Face to face relationships 

HRM itself is an integration tool. Subsidiaries are held together by global HRM; diferent 
subsidiaries can operate coherently only when they are enabled by efcient structures 
and controls. Striking the right balance between the corporate and the local and design-
ing the right kinds of structures and controls is essential. 
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What should be local? 

Employment law and labour relations 

Labour law and employee relations clearly difer according to location. Trades unions 
and Works Councils may have specifc negotiating protocols and labour relations his-
tories. Laws in each country may mean a diferent approach is needed for taxation, em-
ployment contracts, statutory benefts or performance management. HR therefore must 
understand international regulations that apply to the labour and employee relations 
of enterprises that operate in more than one country, especially analysing the common 
labour and employment issues in each of the countries within which the MNE operates 
to determine: 

• What are the risks? 
• What potential liabilities are there at various levels? 
• How do international bodies infuence and shape employment legislation? 

HR may need access to advice on comparative employment law in global legal systems, 
for instance as it applies to: 

• Terminations and reductions in workforce 
• Non-compete agreements 
• Discrimination, harassment and victimisation 
• Privacy protection – notice, choice, onward transfer, security, data integrity, access, 

enforcement 
• Immigration laws 

HR at the centre (Global HR) must decide whether to work with global colleagues in a 
‘hands of’ way on such matters – to monitor, guide and advise, provide strategic plan-
ning, set limits and approve exceptions – or whether to manage totally from headquar-
ters, integrating central headquarters directly with line management in the feld. Factors 
to consider in determining who does what will include the calibre of the local HR teams, 
efciency orientation, global service provision, information exchange, localisation of 
decision-making. 

What should be in the centre? 

With respect to talent, three core processes constitute global HRM (Brewster et al. 2005): 

1. Talent management/employee branding 
2. International assignments management 
3. Managing the international workforce 

While some core-managed processes, such as global leadership development, top team 
recruitment and high-fyer development remain centralised, others can emerge ‘bottom 
up’ from local markets and regions. Additional core HR processes will typically include: 

• Global workforce planning 
• Global leadership through international assignments 
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• Compensation, benefts and taxes 
• Health, safety and crisis management 
• Evaluation of HR contribution 

A synergistic approach is where new HRM practices emerge from integrating approaches 
from the individual cultures involved (Jansenns and Brett 2006). While many companies 
consider that sourcing company talent from around the world is a key responsibility of 
global HR, in decentralised and federated organisations this can be difcult to achieve. 
Te BP Amoco approach described in Chapter 11 shows one company’s approach to 
integrating the regional and global sourcing and development of talent. 

Global HR should be responsible for determining how learning can best take place 
in diferent locations and enabling the process. A number of multinationals, such as 
Coca-Cola, have created the position of Chief Learning Ofcer who is responsible for 
ensuring that the company’s human capital is put to good use on a global scale. Similar 
approaches have been taken on issues concerning employee rights. American Express 
and many other companies have designated ‘Company Ombudsmen/women’ who are 
responsible for ensuring that company and employee interests are fairly and appropri-
ately served. 

Corporate values, especially with regard to diversity, when rigidly imposed may 
run counter to local norms. One American company takes an infexible approach to 
maintaining core values, such as insisting that discrimination will not be tolerated. Tey 
have, however, allowed some fexibility in the manner in which this value is imparted in 
diferent locations. Consistency of intention is balanced by fexible pragmatism in delivery. 

With respect to vision/mission/values/strategy, Paula Larson, previously Executive 
Vice President – HR Ofce of CEO, Invensys plc (2008), argued that employees every-
where need to have a clear line of sight to purpose and values. HR and management 
teams should not necessarily adjust the message but recognise diferences … making 
clear what are the big ‘rules’ or non-negotiables. Global leadership teams in particular 
need to talk with employees everywhere about what the values mean to them and model 
the behaviours implied by the values. Te key message is to be clear about the ‘what’ and 
the ‘why’ to be delivered but leave room for local discretion about the ‘how’. 

Larson argues that while it may be difcult to gain deep insight into every national 
culture within a global operation, nevertheless it is important to use a cultural ‘lens’ to 
develop understanding – being careful not to typecast but cultural ‘factoids’ are prob-
ably a ‘safe’ place to start to deepen that understanding. Larson also counsels against 
assuming that every local cultural approach should be given precedence over the corpo-
rate. Having strong academic underpinnings for statements, beliefs and suggestions, for 
instance on global leadership competencies, ofsets ‘this is the way it’s done around here’ 
cultural challenges between organisational and national cultures. Similarly with respect 
to change management – it is important to know the diference between ‘I’d rather not 
change, thank you very much’ and relevant cultural diferences. 

HR services at the ‘centre’ should bring design skills, for instance, to corporate change 
processes. So if an organisation is contemplating a joint venture with another company 
in another culture, HR should use its diagnostic and OD skills to identify and ameliorate 
as far as possible potential ‘hotspots’ that can emerge from diferent working practices, 
leadership styles, organisational cultures etc and are likely to cause problems. Acting on 
this information can be vital to ensuring that the joint entity stands the best chance of 
succeeding. Similarly, if an organisation plans to open a facility in a ‘new’ country, HR 
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needs to carry out a comprehensive and early analysis of the HR system in that country, 
including the education level of potential workers, employment laws and national cul-
tural norms relating to work practices. Recommendations can be made which refect the 
realities of the political, economic and labour context. 

In delivering its agenda, Global HR should: 

• Be an integral partner in forming global strategy and strategic management 
• Develop international expertise 
• Lead in developing people processes and concepts that feed into global strategy 
• Lead in scanning global HR issues that impact on decision making and organisa-

tional responsiveness to global requirements 
• Help top management and teams understand the structural, cultural and people 

implications of globalisation 
• Assess, identify, and develop the global competencies required to deliver the global 

strategy 
• Distribute and share the responsibilities for IHR through dynamic relationships 

with the business 
• Play a key role to play in ofshoring by building up centres, hiring in and develop-

ing managers, knowledge sharing and knowledge transfer 

GLOBAL TALENT MANAGEMENT 

While in principle the stafng task for Global HRM is no diferent from in a home (do-
mestic) setting, i.e. hiring individuals with the requisite skills for a particular job, several 
key factors make the task diferent. Tese include diferent labour markets; the types of 
staf involved; mobility problems: legal, economic, cultural barriers; diferent manage-
ment styles; varied compensation practices; labour laws. A key enabler of global sourc-
ing of talent is having an efective international Human Resource Information System 
(HRIS) or international talent platform which can make the strategic deployment of staf 
possible globally. Stafng is also a means to promote a corporate culture with local ap-
peal without compromising the global identity. 

Stafng policies 

For top management or key positions in particular, choosing a local candidate from the 
host country or deploying someone from the headquarters assumes cultural signifcance. 
Perlmutter and Heenan (1979) identifed three typical types of stafng policies used in 
global companies: 

• Ethnocentric: key management positions are flled by the parent country individ-
uals (such as in Procter & Gamble, Toyota and Matushita). Here the assumption 
is that one’s own culture is superior and/or that the host country lacks qualifed 
professionals. Tis approach overlooks important cultural factors and limits ad-
vancement opportunities for host country nationals which can lead to resentment, 
lower productivity, and high turnover in employees. To maintain a unifed corpo-
rate culture, value must be created by transferring core competencies. 

• Polycentric: the host country nationals manage subsidiaries whereas the headquar-
ter positions are held by the parent company nationals. Tis decentralised control 
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approach ofen lacks standard forms or procedures. Host country nationals have 
limited opportunities to gain experience outside their own countries. Tere may 
be gaps due to language barriers; cultural diferences may isolate corporate HQ 
from foreign subsidiaries. On the other hand, the frm is less likely to sufer from 
cultural myopia and the stafng model is less expensive to implement. 

• Geocentric: the best and the most competent individuals hold key positions 
irrespective of the nationalities. Tis hybrid of Ethnocentric and Polycentric 
approaches is based on informed knowledge of home and host countries. It enables 
frms to make best use of its HR and to build a cadre of international executives, 
who feel at home working in several countries. It also helps build a strong unifying 
corporate culture and informal management network, reduces cultural myopia and 
enhances local responsiveness. Te downside is that hiring on a geocentric basis is 
relatively expensive and national immigration policies may limit implementation. 

To these global strategies Stroh and Calgiuri (2006) added Regiocentric. Tese authors 
examined variations in the extent of global integration and local responsiveness in 46 
companies. Tey found that HR practices (recruitment, selection, socialisation) varied 
according to global business strategy. Tey also found that companies with ethnocentric 
strategies were less successful in terms of return on capital, sales growth, return on eq-
uity and proft margin than companies operating under any of the other three strategies. 
It appears that geocentric stafng policy works best in global HRM since it helps build a 
strong cultural and informal management network that aids the productive deployment 
of staf. 

Te role of the international manager 

Te role of the international manager is changing and with it the skills required to be 
efective are changing too. No longer is it sufcient for an international high-fyer to have 
technical skills and to act as a trouble-shooter, fitting from country to country. With 
organisations trying out new forms of coordination and integration, the international 
manager now is someone who can exercise leadership across a number of countries and 
cultures simultaneously, perhaps on a global or regional basis. 

While international managers plan, direct, organise and control just like any other 
manager, the context in which they carry out their duties is much more complex than 
in purely domestic settings. For this reason, international managers must be culturally 
sensitive in their business practices and should learn to bridge the cultural gap that exists 
between their methods of doing business and those of the host country. Increasingly, 
personality factors and emotional intelligence are seen as critical to efectively managing 
local operations. In particular, managers must be aware of how cultures vary and that 
these variations infuence behaviour and expectations. 

Selecting international managers 

Identifying and developing global leaders is a key concern for international companies. 
In their research into Global Leadership, Sinclair and Ageyman (2004) found that when 
selecting people for international roles, few organisations appear to use a specifc list of 
international competencies. In many organisations, only functional expertise appears to 
count. Tey also found that leaders at the highest level played an active ongoing role in 
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identifying what leadership capabilities were required, reviewing performance and de-
velopment plans and supporting high potential talent, for example through mentoring. 

Given the growing shortage of international managers, a number of companies are 
seeking to recruit employees, especially graduates, who are willing to manage abroad, 
rather than trying to persuade reluctant existing employees. Tey market the inter-
national nature of their activities and emphasise the prospects of early international 
experience to attract graduates who are specifcally seeking an international career. Te 
recruitment of foreign students is becoming easier and cheaper through the use of tech-
nology. Accessing CVs of overseas university students on-line is a common feature of 
sourcing for graduate entry. Mobility and the willingness to move across borders are 
seen as prerequisites to future success. Many Chinese and Indian frms in particular 
expect their high-fyers to be mobile and gain international experience. 

International assignments are ofen used to address a particular business problem or 
opportunity and their potential use as an excellent training ground for refning the core 
skills of future organisational leaders is ofen missed. Arguably, the skills and competen-
cies required to perform efectively in an international context are of a high order and 
should not be lef to chance. Research (Tung 1988) found that the greater the considera-
tion paid during the selection process to adaptability and the ability to communicate, the 
higher the success rate in the assignment. 

Capabilities required for efective global leadership 

Clearly the scope of the organisation’s international activities will have a bearing on the 
skills required of international high-fyers. According to Michel de Zeeuw, previously 
General Manager of Unisys, graduate recruits ideally should have specifc skills such as 
computing ability, as well as good communication and teamworking skills since they 
will be required to work with people from diferent countries. Tis is in addition to spe-
cifc technical skills such as accountancy if they are moving, for instance, into a fnance 
function. 

Research by Tubbs and Schulz (2006) indicates that the skill sets of a competent man-
ager within a localised environment difer from those of competent global managers. 
However, there are certain skills and characteristics which most international careers 
have in common. According to Professor Peter Smith (1992): 

Working efectively across cultures is not therefore simply a matter of applying skills 
found to be efective within the culture of one’s own country or organization. It re-
quires also that one can understand and cope with the processes of communication 
and decision-making in settings where these are achieved in a diferent manner. 

International leaders need to change their frame of reference from a local or national 
orientation to a truly international perspective. Tis involves understanding the global 
business environment, infuences, trends, practices, political and cultural infuences and 
international economics. Tey need to develop competitive strategies, plans and tactics 
which operate outside the confnes of a domestic marketplace orientation, manage crises, 
improvise and be open to continuous learning as they deal with new and unfamiliar is-
sues. Tey need to be open-minded, willing to try new things, innovative and responsive 
to stay ahead of the competition. Adaptive thinking and the ability to anticipate, prepare 
for changes and make good decisions quickly is invaluable. 
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Language skills are an essential gateway into understanding, communicating and 
working efectively within the culture of the host country. A leader or manager with 
limited language ability runs the risk of missing out on the subtleties which can make 
the diference between business success or failure. Maury Peiperl of the Centre for Or-
ganizational Research at London Business School carried out research in 15 countries 
looking at the skills of international managers. Te Peiperl study (1998) found that when 
it comes to language skills, British managers compare unfavourably, speaking on average 
1.7 languages in contrast to their counterparts in 14 other countries who speak an aver-
age of 2.8 languages each. 

Peiperl states that: 
‘Te skills needed and the ones where chief executives see a gap are adaptability in 

new situations, international strategic awareness, ability to motivate cross-border teams, 
sensitivity to diferent cultures and international experience. Tey have less to do with 
the traditional talents of achieving targets (though that’s always important); vision and 
change management are the needs of today’. Peiperl’s survey found that British and Ger-
man managers had the same two gaps in their skills portfolio: being able to motivate 
cross-border teams and to integrate people from other countries. 

Having an emotionally intelligent leadership style and social orientation is vital to 
successfully leading multi-national teams and having the political astuteness and in-
terpersonal skills to develop relationships with key stakeholders. Good cross-cultural 
awareness is essential but merely recognising that cultural diferences exist is not 
enough. International managers need to be able to manage those diferences if the team 
is to operate successfully. Tis requires tact and diplomacy and the fexibility to navi-
gate diferent views and manage confict. Personal character and ethics are critical for 
motivating and inspiring teams, projecting credibility and building relationships. Con-
versely, at the US semiconductor company Intel, the company does not try to impose a 
company culture on the national culture; rather, it takes for granted that these difer-
ences exist. Te preferred approach to team meetings at Intel, wherever they are run, is 
to ensure that the meetings are structured and run in a particular way. Tis approach 
is based on the belief that having a common framework and routine provides stabil-
ity, which helps overcome potential difculties which may arise from cross-cultural 
diferences. 

Te complexity and distances involved in operating globally means efective manag-
ers must empower others to work efectively without frequent face-to-face contact. Tey 
need to develop processes for coaching, mentoring and assessing performance across a 
variety of attitudes, beliefs and standards and also using various channels. 

Since most organisations promote from within, a major question for some organi-
sations is whether local managers can make a successful transition into international 
leadership roles. Tubbs and Schulz in a 2005 study used the ‘Big Five’ personality dimen-
sions (extraversion, agreeableness, conscientiousness, emotional stability and openness 
to experience) along with locus of control to describe successful global leaders. People 
exhibiting an internal locus of control felt they had greater control over events than did 
those with an external locus of control. Tose people with an internal locus of control, 
Tubbs and Schulz argued, would make the better international leaders since they are 
likely to be more resilient and better able to cope with stress. 

Some leading industrialists suggest that even these skills are not enough to ensure 
that future international leaders are able to lead efectively over time. Te traditional 
role of making order out of chaos will shif to one of continually managing change and 
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complexity in ways which are responsive to customers and competitive conditions. Inter-
national leaders will need to understand diferent – and sometimes conficting – social 
forces without prejudice. Tey also need to be able to manage their personal efectiveness 
and achieve a satisfactory balance between work and home. 

DEVELOPING GLOBAL LEADERS 

Te challenges for organisations operating in a global environment highlight the need for 
efective leadership and having senior managers with an international orientation. Devel-
oping global leaders is an essential part of a strategic HR agenda. Tis may require sending 
managers on overseas assignments as developmental experiences, not simply because there 
is a technical need for their skills. Operating internationally, global leaders can be presented 
with widely diverging socio-economic and environmental conditions. Countries vary in 
terms of time-zones, languages, infrastructure, regulations and laws, levels of bureaucracy 
and business culture. Tese diferences create additional challenges for leaders in managing 
their business identity, maximising efciency and implementing required standards. 

Stroh and Caligiuri (1998) suggest that ‘successful multinational corporations recog-
nize the value in having global managers with the expertise to anticipate the organiza-
tion’s markets and to respond proactively. Tese organizations have learned that leaders 
who are fexible and open to the demands of the global market have made possible the 
organization’s international business success’. 

Global HR should also be involved in developing a global orientation in ‘local’ or host 
country managers. Typically, ‘local’ managers can be introduced to global leadership 
through visits to the corporate headquarters and other company centres around the world. 

Many global companies want a leadership talent management process which is able 
to respond to the unique needs of a given market yet also able to produce the benefts 
of consistency and fairness (Cabrera, 2004). Sinclair and Agyeman (2004) investigated a 
variety of innovative methods used by organisations to support and encourage efective 
global leadership practices. In particular they focused on developing leaders in processes 
for consensual decision-making; managing and developing performance throughout the 
organisation; maximising responsiveness to survive in a dynamic, competitive environ-
ment; facilitating knowledge sharing and the fow of resources through the company; en-
couraging a global focus rather than local allegiances; managing global change processes; 
supporting diversity; and deliberate focused eforts to manage the company’s reputation. 

Leaders’ own reported strategies to enhance their efectiveness included keeping up-
to-date and broadening their perspectives though reading, building relationships and 
networking; seeking new experiences to build their capabilities; developing and review-
ing processes for efective and regular communications; developing strategies for moti-
vating and facilitating high performance across diverse teams and distances; taking a 
proactive approach to managing potential dilemmas arising from cultural diference; 
creating learning opportunities and developing self-awareness; and processes for efec-
tive change management. 

Facilitating international mobility 

HR has a key role to play in facilitating international mobility. Tere are many forms 
of mobility, such as frequent commuters, employees on short-term business trips, tax-
equalised or reduced package expatriates, permanent transferees, reverse or acculturation 
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moves, virtual international employees in cross-border project teams as well as globally 
outsourced or insourced sites. In many global organisations HR teams share respon-
sibilities for facilitating international mobility across the life cycle of the international 
assignment (GMAC 2008). 

Managing expatriates 

Modern expatriation is driven by the need to source and develop scarce skills for 
immediate tasks and also for the development of global leadership especially in an 
organisations’ top talent (Minbaeva and Michailova 2004; Hocking et al. 2007; McNulty 
and Inkson 2013). In addition, recent increases in demand for expatriates (‘expats’) have 
led to diferent expat arrangements such as recruiting self-initiated expats as home or 
third country local hires. Organisations may also use expat assignments to raise global 
awareness and improve relations between local ofces and the ‘Centre’. For example, 
Rofey Park research has found an increasing demand for leaders to be able to work 
efectively in matrix structures (Wellbelove 2015). Organisations expect their expats to 
improve their ability to communicate across cultures, lead informally across boundaries 
and better manage in complexity and ambiguity, all skills much in demand (Bonache 
and Brewster 2001; Stahl et al. 2009). 

Research suggests that people who have international experience (excluding holidays 
abroad) tend to be better problem solvers and display more creativity. Tey are also more 
likely to create new businesses and products and be promoted. Increased duration of 
time abroad increases the chance of solving problems that require creative thinking. Tis 
efect was even more pronounced when subjects had made an efort to adapt to their host 
countries (Maddux et al. 2010, p. 24). 

Supporting expats 

Special policies are required for expatriate staf, covering: 

• How they should be remunerated – pay and allowances (home-based or host-based 
pay). 

• Training 
• Review 
• Career management 
• Re-entry 

Expatriates can be difcult to manage because of: 

• Problems associated with adapting to and working in unfamiliar environments. 
• Concerns about their development and careers. 
• Concerns about family matters. 
• Difculties encountered when they re-enter their parent company afer an overseas 

assignment. 

Providing support to expats before and during their expat experience can improve their 
ability to lead in a global environment and help overcome these difculties to some ex-
tent. Before the assignment, alongside providing language and training on the cultures 
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and sensitivities of the host country, HR can ensure that practical arrangements – 
accommodation etc – work well in the host country. Potential expats can be helped 
to understand their own motives and the infuence their motives could have on their 
learning (Geerts 2014). Efective training can help expats to acquire the right skill set 
to perform their jobs efectively and to demonstrate behaviour congruent with the host 
country organisational culture. 

Modern expatriation has a stronger focus on expats learning from the experience. 
During the assignment, expats should be encouraged to create opportunities for regu-
lar refective practice for example by setting up peer to peer coaching, or expat action-
refection learning groups. Tey could work with a personal coach to deepen their 
learning from the experience and increase their ability to practise critical self-refection 
as a life skill. Formal and informal feedback mechanisms are fundamental to leaders’ 
development. Formal training programmes can be useful, not just for improving and so-
lidifying skills and increasing understanding of the organisation, but also for providing 
networking and mentoring opportunities and exposure to diverse views. 

Reward implications 

With the COVID-19 vaccine’s uneven roll-out across the globe, many companies are 
thinking about the future of their workforces – where they will work and how to compen-
sate people in diferent locations. An increasingly mobile workforce is going to require at 
least parity in pay and benefts wherever they are working geographically. Typical reward 
options include: 

• Home-based pay – Te provision of remuneration (pay, benefts and allowances) to 
expatriates that is the same as in their home country. 

• Host-based pay – Te provision to expatriates of salaries and benefts such as com-
pany cars and holidays that are in line with those given to nationals of the host 
country in similar jobs. 

While some companies like Facebook have opted for location-based salaries to cut op-
erational costs, others are sticking to value-based salaries to attract competitive talent. 
Given that most European countries are likely to continue to have diferent approaches 
to reward, the use of total compensation packages is set to increase. Expatriate condi-
tions that guarantee a level of secured income are becoming less frequent. A number of 
organisations are beginning to consider paying the diference between the total compen-
sation in two locations by way of a cash supplement. 

Employees in years to come will no doubt become skilled at comparing the overall 
value of such packages. Competitiveness in the global labour market may well depend on 
employers thinking ahead about how their compensation package can be used to attract 
and retain the best talent and create incentives in line with the strategy and the context. 
Ultimately business leaders should choose an option that enables them to take care of 
their people, so their people can take care of the business. 

SUPPORTING TRANSNATIONAL TEAMS 

Another vital area for HR activity is supporting transnational teams to achieve busi-
ness success. Transnational teams, as defned by Bartlett and Ghoshal (1989), bring 
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together individuals of diferent cultures working on activities which cross-national 
borders. Team development involves the full range of HR activities such as selecting 
staf for teams, clarifying roles, developing appropriate appraisal mechanisms, ena-
bling performance, building reward processes and career planning. Research carried 
out by Snell et al. (1998) for the International Consortium for Executive Development 
Research (ICEDR), indicates that transnational teams need to balance three drivers 
relating to worldwide competition: local responsiveness, global efciency and organi-
sational learning. 

In successful international organisations, HR strategies and policies support these 
drivers. More fexible approaches to team development, aligned to the business needs, 
are needed if transnational teams are to be appropriately supported. However, ICEDR 
research suggested that HR teams in many multinationals were not in a position to 
fully support transnational teams. In many cases HR policies perpetuated traditional 
organisation structures rather than the more ‘web-like’ structures of transnational 
operations. 

Local responsiveness is critical as teams must make allowances for the specifc de-
mands of diferent cultures and market conditions. Variety and diversity are key features 
of transnational teams since members are ofen dispersed geographically and need to be 
able to deal with local issues appropriately. Some companies take a polycentric approach 
to stafng, with new members added only if they add value. 

Typically, transnational teams work as virtual teams, so they not only need all the 
training and development usually made available to co-located teams but also have the 
added dimension of communicating and forming relationships mainly through technol-
ogy rather than in person and in diferent time-zones. Cross-cultural awareness training 
can be helpful as can deliberate team building activities when a team is frst formed. 
Teams can be trained in confict resolution and in how to establish ground rules which 
can lead to integrated teamwork. 

Te demand for global efciency means that a high degree of coordination and in-
tegration is required. In some companies this is achieved by deliberately understafng 
teams so that team members must collaborate in order to make up for the shortfall. 
Teams need updating in the company’s strategies and processes so that team members 
understand the big picture within which they are operating. Emphasising the corpo-
rate values is a means of blending together teams in a way that transcends national and 
functional boundaries. To aid integration further, team leaders can be trained to achieve 
decisions by consensus and individuals can be given responsibility for carrying out tasks 
on behalf of the whole team. In one company, the business planning process involves 
team members in researching and reporting back to the rest of the team on the needs of 
a range of external constituents. 

If the HR function is to support transnational teams it is important that the HR group 
itself operates as a transnational team, for example with team members in diferent re-
gions leading on themes of corporate importance, such as succession planning. Tis may 
require the HR team to undergo its own team development process before supporting 
other teams. 

Teams also need to leverage knowledge continuously around the world and be able 
to institutionalise the learning within the organisation as a whole. Formalised commu-
nications can be a helpful spur to organisational learning. IBM’s International Airlines 
Solutions Centre has developed an intelligence network which enables the knowledge 
generated by transnational teams to be shared. Improved use of international HR talent 
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platforms and information systems should mean that teams can source talent elsewhere 
in the organisation which might otherwise be ‘hidden’ in the hierarchy. To enable op-
portunity matching, such systems should include data on individuals’ preferences about 
where they would like to work. 

Formal reward systems are ofen problematic with respect to international teamwork. 
In the early days of establishing its international business, an international sofware pro-
vider found that each ‘local’ business fought for its own business and supplied customer 
service locally. Rewards were heavily geared to business winning. When the business had 
achieved a critical mass, the sales operation was restructured so that sales were carried 
out by the UK team only, leaving all the ‘local’ operations to supply customer service 
only. Since rewards continued to be based on sales, rather than customer service, this 
change was understandably unpopular with the local teams. 

Te ICEDR team found that where individual goals and incentives were used, they 
appeared to encourage local responsiveness. Surprisingly few companies in their survey 
used formal team-based incentives. Similarly, few appraisal and reward schemes appeared 
to recognise learning even though executives acknowledged the value of organisational 
learning through transnational teamwork. 

Case: talent management at Standard Chartered plc 

In the following case study, developed for the CIPD by Tansley et al. (2007) and that fea-
tured in the last edition of this book, we consider how Standard Chartered Bank (SCB) 
set out to revamp its talent management approach. In particular, we look at how to de-
velop global managers and how to evaluate their performance, especially the behaviour 
the frm wishes to encourage. A key tenet of this approach is ‘that people perform best 
when they play to their strengths’. 

Standard Chartered plc is listed on both the London Stock Exchange and the Hong 
Kong Stock Exchange and is consistently ranked in the top 25 among FTSE-100 
companies by market capitalisation. Standard Chartered has a history of over 150 years 
in banking and operates in many of the world’s fastest-growing markets with an exten-
sive global network of over 1400 branches (including subsidiaries, associates and joint 
ventures) in over 50 countries in the Asia-Pacifc Region, South Asia, the Middle East, 
Africa, the United Kingdom and the Americas. 

As one of the world’s most international banks, almost 60 000 people are employed, 
representing over 90 nationalities, worldwide. With strong organic growth supported 
by strategic alliances and acquisitions and driven by its strengths in the balance and 
diversity of its business, products, geography and people, SCB is well positioned in the 
emerging trade corridors of Asia, Africa and the Middle East. Te bank derives over 90% 
of profts from Asia, Africa and the Middle East. 

Key drivers for talent management 

SCB seeks to develop the capability to respond to market changes, evolve business strat-
egies and achieve its ambitious growth aspirations, and these are the key drivers for its 
talent management initiatives. Te HR function (see Figure 13.2) provides employee 
self-service and extensive data analysis across the bank’s 56 operating countries to allow 
all global HR processes to be consistently adopted and monitored across the bank’s 
markets. 
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Te issues and challenges of talent management in Standard Chartered 

SCB is experiencing fast growth in the international domain, and it has a particular 
interest in ensuring that the talents of its diverse workforce are maximised through 
employee engagement and inclusivity. One way in which it is attempting to do this is 
through human capital management and the use of robust technologies. Data for all 
SCB’s direct employees across 56 markets are held on one HR management informa-
tion system, Peoplewise, which is powered by Peoplesof technology. Using comparable, 
standardised and robust data provided through the global Peoplesof system and the 
Human Resources Shared Service Centre in Chennai, India, the bank is able to provide 
extensive data reporting capability. Tis strategy enables most of its global processes to 
be consistently tracked across the Bank’s markets, including data on core demographics, 
performance, reward, training, talent management, diversity and development. 

Global processes 

Te global talent management processes are enabled by HR but owned by line manage-
ment. At their heart these processes are strengths based as well as data and research 
driven. Talent classifcation leads to quarterly Talent Reviews and succession planning. 
Te staf engagement survey data feeds into performance review and reward, and then 
into individual objectives and development plans. 

Appraisal is a key part of talent management at SCB, not only in its own right, but also 
because it is used to classify employees into fve categories, ranging from high potentials 
(HIPs) to underperformers. Tis system allows the bank to manage its talent by reveal-
ing the skills and potential inside its workforce – and showing where there are gaps. 
‘High-potentials (HIPs) are people with signifcant headroom, who would be expected 
to rise at least two further levels in the foreseeable future’, Geraldine Haley (previously 
Group Head of talent management and leadership development) explains. Second are 
critical resources: people who have the potential to improve and whom the bank certainly 
wants to keep, but who are not real high-fyers. Tird are core contributors. ‘Tey are 
valuable resources who are probably doing what they do best now’, Geraldine Haley says. 

Group/Strategic HR

Centres of
Expertise
(COES)

Organization
Effectiveness

(OEs)
Country HR

Human Capital Management/Analytics

HR Shared Service Centre (HR SSC)

Figure 13.2 Standard Chartered Bank HR structure.
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Fourth are under-achievers, who could be doing better and should be helped to do so. 
Bottom of the pile are underperformers, who are ‘in the wrong job and should be moved 
into another role or managed out’. 

All employees, from juniors to one level below the board, are assessed annually ac-
cording to this system in conjunction with their interim reviews. Combining classif-
cation with appraisal has kept the burden for managers to a minimum because they see 
it as part of the same process. It also helps to ensure management accountability and 
therefore accuracy of data. 

‘Conversations that Count’ 

Alignment of diferent aspects of talent management is another challenge, and SCB have 
a number of initiatives that seek to address it. One particularly successful example is 
through the use of fve briefngs entitled ‘Conversations that Count’, which are short 
guides to quickly enable managers to have vital conversations with each member of their 
teams. Conversations on performance and on development have a set schedule that in-
volves planning in January, reviewing in July, and assessing in December. Tese fve main 
‘conversations’ take place on a fexible basis on engagement, strengths and career, and are 
related to the needs of the individual team member. It is felt that when a conversation 
between manager and employee is the ‘right’ conversation undertaken in the ‘right’ way, 
it can help increase engagement, enable people to develop and use their strengths, enable 
the bank to keep its best talent, encourage energy, innovation and fun, satisfy customers, 
and deliver better business and fnancial results. 

Managers are advised that their HR regional manager can then help them access fur-
ther sources of support if needed, including training programmes and extra information 
on their HR information system. Tese conversations are: 

• Perform – at the start of January employees are asked to draf business and fnan-
cial objectives for the year ahead and consider how they will deliver the values of 
the business during the year. A meeting is then arranged to discuss this, and man-
agers will also share information that provides context – e.g. their own objectives. 
SMART objectives are then agreed, and consideration given to what the objectives 
mean for the employee’s learning. 

• Learn and develop – at the start of January the employee is asked to draf a docu-
ment that will set out: what he or she needs to learn – bearing in mind objectives 
and future career goals, and how he or she needs to learn – drawing on a wide range 
of learning options. A meeting is held with the manager to discuss the learning 
the employee needs in order to achieve excellence in the role and deliver this year’s 
objectives. Resource constraints such as time and budget have to be considered and 
how to work imaginatively within those constraints. Te year’s learning and devel-
opment priorities are then agreed, written down and signed of. 

• Build careers – the time may be right for a career conversation when the employee 
has mastered the core aspects of his or her job and is ready for additional or fresh 
challenges and it has been 12–18 months since the last career conversation. A meet-
ing takes place where the employee discusses his or her career goals. Tools are pro-
vided beforehand to assist with the employee’s refections. 

• Engagement review – a ‘lite’ engagement review takes place once a year with ex-
isting team members already known well by the manager. Ahead of the meeting 
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the individual is briefed, open questions are asked during the meeting, and agreed 
actions recorded and commitment made to follow up. A ‘full’ engagement review is 
for team members who are new to the manager. During the meeting, the manager 
is required to ask open, focused questions under the headings: ‘Know me’, ‘Care 
about me’ and ‘Focus on me’. 

• Build strengths – in order to have the ‘great conversation’, when the manager and 
the HR manager believe the time is right, the employee is asked to complete an 
online questionnaire called StrengthsFinder™ which is designed to identify talents 
and strengths. It need only be completed once because the talents it reveals are 
enduring; it is used to support the development of a person who performs well and 
has high potential. 

One of the bank’s Strengths coaches helps the employee to understand the talents it re-
veals, and how he or she can be developed towards strengths. Te conversation with the 
manager takes place afer this to explore what the employee has learned, to discuss the 
actions he or she will take to develop talents into strengths, to consider opportunities to 
use his or her talents and strengths more ofen, and to record agreed actions and sign 
of. Te employee is encouraged to have a follow-up session with the Strengths coach 
every six months. So ‘Conversations that Count’ are an essential way in which diferent 
elements of talent management are aligned. 

Standard Chartered plc’s approach is a highly structured and integrated one involving 
steps that make the process clear to the managers undertaking the reviews by focus-
ing on the dialogue that is required to take place in various conversations. Tis notion 
of ‘conversation’ also appears in other areas of HR practices that relate to talent man-
agement. For example, Hirsh (2003: 237) suggests that the succession planning process 
also involves dialogue between key parties, and she coins the useful term ‘succession 
dialogues’. 

Global talent pools 

Tere are regular business reviews on talent from board level down to country man-
agement team. Outcome, rather than process, measures are tracked. At the level of 
Country Management Trainees, locally tailored programmes are made available. In-
ternational graduates are provided with two-year development through rotations and 
global programmes. Junior High Potentials are locally managed and reviewed in 56 
countries. Mid-career MBAs are strategic hirings which supplement the leadership 
pipeline. Middle management high potentials are reviewed by ten global leadership 
teams. Senior Management High Potentials are reviewed by the Group Management 
Committee. 

Creating an inclusive culture 

As well as developing leaders, SCB aims to build a high-performing and inclusive cul-
ture. SCB is a very diverse organisation, with more than 100 nationalities represented 
throughout the bank and more than ffy nationalities within the most senior 500 
employees. Te gender balance at SCB is broadly equal, with 47% of employees being 
female. However, only 16% of senior managers are female and one of the bank’s priorities 
for 2008 is to raise that percentage. 
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Competition for talent across many markets is intense. Te bank believes its inclu-
sive approach known as Diversity and Inclusion, or D & I, gives it a distinct advantage 
over its competitors, creating a much larger pool of talent for recruitment. It also pro-
vides engaging opportunities for employees to develop, both as individuals and as part 
of a team. 

Diversity through inclusion 

SCB focuses on three strands of diversity – nationality, gender and disability (with a 
particular focus on visual impairment). Over 300 people across SCB now have a D & I 
role, and a D & I Ambassador role was created for a number of senior employees to raise 
awareness of D & I across the business. Many D & I issues are market-specifc. To address 
this, SCB appointed 50 D & I Champions across 48 markets and territories, as well as 28 
Country Councils to support the Champions. In 2006 D & I Champions and Councils 
took part in a review and action planning process, listening to employees in order to 
determine local D & I issues. Examples of the issues raised include: 

• Employees would welcome the opportunity to work more fexibly 
• Greater opportunities to gain international experience without relocation 
• Unintentional exclusionary behaviour ofen goes unnoticed 

In 2006 SCB piloted a D & I awareness programme in various countries to make staf 
aware of, and understand, the role that D & I can play in helping create an inclusive cul-
ture. Awareness-raising sessions were also held with the global leadership team meetings 
to help deliver the message in each business area. Key priorities include: 

• Valuing employees – employee retention is a key management priority and an inte-
grated approach to managing employee retention is being developed. 

• Engaging employees – efective employee engagement leads to increased productiv-
ity and revenue and lower employee turnover. SCB has measured employee engage-
ment globally since 2001 and continues to see an increase in engagement each year. 
In 2006, 97% of employees completed the survey (Gallup Q12). 

• Empowering women – the increasing size of Standard Chartered, along with the 
success of various global initiatives and the value these have demonstrated, have 
led to a programme focused on helping women to reach their full potential. Te 
programme, known as GOAL, was launched in India in 2006. GOAL uses the prin-
ciples of sports-based social inclusion to build women’s self-esteem, strengthen 
their leadership skills and provide access to education opportunities. Participants 
attend coached netball sessions and undertake a modular leadership course. Best 
performers will be rewarded with scholarships, micro-fnance opportunities and 
potentially, internships at SCB’s branches. 

• Health and safety – SCB is committed to creating a healthy, safe and fulflling 
environment in which people can work. During 2006 SCB introduced a zero-
tolerance safety process for identifying risks. All the bank’s ofces were inspected, 
and ongoing health and safety training aims to ensure an embedded health and 
safety awareness culture. 

• Employee well-being – in 2006 SCB introduced employee volunteering on a global 
basis to support individuals’ commitment to community initiatives. Te scheme 
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gives each employee an additional two days’ leave each year for voluntary work 
they fund themselves. So far over 1000 employees have chosen to take this oppor-
tunity. SCB also launched a pilot of the reward level programme in fve countries. 
Tis rewards employees who demonstrate outstanding business performance with 
an additional fve days’ leave, sponsored by Standard Chartered, to spend on a pro-
ject that ties in with SCB’s community strategy. 

• Tere is also a global approach to fexible working and continued annual family 
days across the bank. In November 2006, a global Employee Well-being week was 
introduced for all employees. A variety of events were held across the bank with 
record levels of employees involved in talks on diferent topics, such as physical 
activities, family days, health checks, healthy food, quizzes, competitions, comedy 
and even massages. In Singapore, for example, more than 500 people had health 
screenings, while in Korea, more than 300 employees and customers received fn-
ger pressure therapy from visually impaired therapists. 

Refective activity 

1. What are the advantages/disadvantages of these initiatives, and for whom? 
2. Is this a case of HRM convergence, divergence or a hybrid? 

SENSITIVITY TO CULTURE 

Even in mature international companies, many well-intended ‘universal’ applications of 
management theory have turned out badly because they have failed to take account of 
local culture. 

Culture presents itself on diferent levels. At the highest level is the culture of a na-
tional or regional society. Te way in which attitudes are expressed within a specifc 
organisation is described as a corporate or organisational culture. Finally, there is the 
culture of particular functions within organisations: marketing, research and develop-
ment, personnel. People within certain functions will tend to share certain professional 
and ethical orientations. 

According to Trompenaars and Hampden-Turner (1997), ‘culture is like gravity: you 
do not experience it until you jump six feet into the air. Local managers may not openly 
criticise a centrally developed appraisal system or reject the matrix organisation, es-
pecially if confrontation or defance is not culturally acceptable to them. In practice, 
though, beneath the surface, the silent forces of culture operate a destructive process, 
biting at the roots of centrally developed methods which do not “ft” locally’. 

Te following case study is about an OD specialist navigating a hierarchical culture 
to diagnose the root cause of low performance, and motivating a talented team unfamil-
iar with underperformance to change their ways of working. I am grateful to Jaimini 
Lakhani, formerly Organisation Design director at Burberry for this account. 

Case: local cultures and root causes 

When Jaimini Lakhani joined Burberry in 2010 as Director of Organisation Design, 
based in London, she was charged with bringing the digital strategy and new operating 
model to life. 
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Burberry, under the leadership of Angela Ahrends, enjoyed considerable success 
throughout the frst decade of this century. For years within the Asia region, the South 
Korea market for Burberry, the upmarket fashion brand, was the reliable top performer. 
Ten the track record of success started to wobble. Te one-year income and margin 
slipped for three consecutive quarters – a red fag in the retail sector. While the overall 
luxury fashion market in South Korea showed mild slow down, competitors were not 
impacted to the same degree. Tat led to a belief that there must be internal operations 
that were impeding performance. 

During the period that the Asian markets, had been growing fast, the Regional team 
had sought limited input from the Global team as there were no perceived problems in 
the way they were operating. Within the Asia Region Burberry had just bought back 
the huge franchise network in China which was now growing incredibly fast; the Japan 
market had a two-year foat date ahead and the CEO was keen to explore sub-regions as a 
way to create capacity for the leadership to manage that huge shif. As South Korea – the 
regional star performer – started to perform less well, particularly against competitors, 
the immediate reaction was to restructure. Given the declining performance of the op-
eration in South Korea, and the challenges afoot, the Regional President became open to 
getting some help from the Global team. As Jaimini refects, when it comes to being able 
to make a useful OD intervention, ‘timing is everything’. 

A sensitive diagnostic process 

Jaimini, accompanied by the Regional Head of HR, went on a fact-fnding diagnostic 
tour of four Asian markets, including South Korea, to see if she could help get to the 
root cause of the problem. In Asian cultures generally but particularly in South Korean 
culture there is typically great respect and deference shown towards managers by staf. 
Terefore it was important that Jaimini and her colleague were introduced to staf by the 
country director – in efect giving staf permission to cooperate with the enquiry. 

From her preparations and from the data available on sales, staf profle and so on, 
Jaimini was well aware of the business challenges. Jaimini wanted to hear about the oper-
ations on the ground; listen to staf views, ideas and ofers of help. For all concerned, this 
diagnostic process was a big deal – afer all they had had no visits from the Global team 
before on team and operational matters. It was crucial for Jaimini to start by building 
trust. Recognising that for most staf English was not their frst language, the diagnosis 
was carried out quite formally through a series of one-to-one meetings in Seoul with 
a cross-section of staf as well as store visits. Given the hierarchical nature of the local 
culture, Jaimini was keen to avoid misinterpreting signals she was picking up from these 
conversations. 

What started to become clear was there were a few structural issues that needed fx-
ing. For instance, the South Korea operation was organised by channel like premium 
brands such as Ralph Lauren, but this was not a strategic choice for Burberry as a lux-
ury brand. More importantly, the major issues appeared to revolve around leadership 
dynamics both within country and also the relationship between country and region. 
South Korea had the largest number of long serving employees in the Asia region. Many 
of the most senior leaders in the team including the Country Director had led success for 
this market with practices that were now changing given the shif in brand strategy. New 
talent was eager to subscribe to these new practices. Tere was an over-reliance on the 
Country Head of Operations and untapped potential in new talent. Regional leadership 
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had been more focused on stabilising the China market afer buying back the franchise 
network and had not spent time with the team in South Korea. Yet given that senior 
leaders were revered – personally and culturally – addressing the leadership dynamics 
issue was going to be a sensitive matter that could not be handled by the Regional Head 
of HR alone. 

From this initial diagnosis of the root cause a less dramatic yet much more sensitive 
intervention seemed appropriate. Tis is where the skill, judgement and courage of the 
OD practitioner came to the fore. As the fact-fnding trip came to an end, Jaimini met 
with the Regional President and Regional HR lead in Hong Kong to share her observa-
tions and tentative conclusions. Given the sensitive nature of the messages she was about 
to give, this was a tough call, but the company values required that she deliver them, 
nonetheless. Te OD role was to ensure that those who needed to act were pointed to the 
right area. So Jaimini fed back what she perceived about the leadership dynamics, though 
added the caveat that her observations may not have factored in other personal circum-
stances and she might have missed some cultural cues. She also talked about the organ-
isation design issues but pointed out that the leadership issues should be addressed frst 
since any redesign would be unlikely to succeed without the right leadership dynamics. 

Te Regional President was unlikely to have heard these sensitive messages from his 
own HR team if Jaimini had not delivered them and therefore he was refective of these 
observations. In a diferent culture, the task might have fallen to local HR to deliver the 
message and help fnd solutions to the problems identifed. Te Regional President soon 
recognised that Jaimini had provided him with a service based on trust and a mutual 
interest in the brand and was keen to know what could be done. Te Regional Head 
of HR took over responsibility for implementing the recommendations. Tis included 
eventually delivering a detailed organisation design with Jaimini’s help. 

Back in South Korea, the Country Director was increasingly uncomfortable with the 
strengthening of the regional layer in the redesign as he felt he was losing his autonomy 
to operate. Honest, humane conversations took place with him to help him fnd a role 
that was more suited to his style and where he could succeed. Jaimini continued to have 
conversations with regional and local HR leaders to provide them with a process to sup-
port individuals there. Once they had the right leadership in place, the South Korea team 
engaged in a detailed organisation design process, soon regained energy and sales got 
back on track. 

As Jaimini refects, OD is very contextual and, as an OD practitioner, your role must 
fex to meet the situation and cultures within which one is operating. In this case, by 
making this critical intervention at the right time, Jaimini acted as bridge between the 
organisation’s needs both globally and regionally and also as a conduit to skilled support 
for those implementing change and for those afected by change. 

Trust your intuition 

Jaimini observes that, from an HR/OD standpoint you are bringing diferent strengths 
and values, looking at a situation with a fresh set of eyes. To be efective in helping clients 
it’s important to do your homework and read up beforehand. You need a robust enough 
methodology, and to know your own skillset, but trusting your own intuition is the best 
guide; ‘the more I’ve done that, the more things work well’. Afer all, OD is very human 
based practice. You need to be able to empathise with the people and ask yourself what 
you would do in that situation. 
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Te way Jaimini and her team practise OD is very collaborative, all working to-
wards a common goal, sense-checking their instincts, especially before delivering tough 
messages. You need the experience and confdence to make that leap. To build that 
confdence it’s useful to watch and learn from role models – Jaimini for instance learned 
how to trust her intuition by working with Angela Ahrendts. Ten you can look for 
alternatives if something does not feel right. 

CONCLUSION 

We have discussed how the internationalisation of business life requires cultural 
sensitivity and greater awareness of cultural patterns. In developing an integrated global 
business, an HR strategy that is fully integrated with the business strategy is essential. 
Te environmental demands on global businesses have placed leadership develop-
ment, talent sourcing and management, corporate reputation and leading for diversity 
centre-stage. It is important to identify and focus on a few critical HR practices rather 
than attempt a large number of initiatives that do not deliver. At the same time, local 
responsiveness should be incorporated into the global strategy of multinational compa-
nies, without undermining the corporate culture and standards – a delicate balancing 
act. Finally, it is worth recognising that global network cultures are more complex than 
those in ‘conventional’ single country organisations and require much greater coordina-
tion and persistence. 

Refective activity 

• What are the main issues in international and global HRM? 
• What are the factors that afect the degree of convergence or divergence? 
• What are the main global HR policies? 
• What are the main considerations in managing expatriates? 
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CHAPTER OVERVIEW 

In this chapter we consider the challenges of bringing about major change using organi-
sation design. Innumerable articles refer to the high failure rate of change initiatives and 
here we consider some of the possible risk factors and what HR can do about them. We 
start by looking at conventional organisation design, which itself is undergoing transfor-
mation as we shall discuss in the next few chapters. We shall also look as mergers and 
acquisitions (M & As), a key area where change management is needed. M&As are typi-
cally embarked upon to save costs and acquire valuable assets yet a study of the fnancial 
benefts of mergers and acquisitions by Hall and Norburn (1987) found that returns to 
shareholders are at best ‘slight’ and at worst ‘signifcantly negative’. To be successful in 
their aims M&As must be managed in a way that gets the ‘people bits’ right. We shall 
cover: 

• What is Organisation Design? 
• Designing organisations 
• Mergers and acquisitions: getting the ‘people bits’ right 

LEARNING OBJECTIVES 

• Provide an overview of Organisation Design (ODS) 
• Explore organisation design process in the context of mergers and acquisitions. 

INTRODUCTION: WHAT IS ORGANISATION DESIGN (ODS)? 

‘Organization design is a cornerstone of a frm’s competitive advantage and performance. 
Research is clear that even the most cunning strategy will not reach its potential if an or-
ganization’s structures, processes, and systems do not support it’ (Worley and Lawler 2010). 

Although in the literature the two felds of Organisation Development (ODV) and Or-
ganisation Design (ODS) are ofen considered as separate, in the main practitioners don’t 
make a distinction between them (Varney and Garrow, 2013). Cheung-Judge and Hol-
beche (2021) describe them as ‘two traditions that are historically distinct but are strongly 
related’. Since change afects all elements of any systems model, neglecting any element 
contributes to the reputed 70% failure rate of change initiatives. It is not surprising then 
that practitioners see the two (OD&D) as part of the same thing – a change process. 

Distinctions can however be drawn. ODS has its roots in classical organisation theory 
and tends to be associated with the ‘technical’ planned and project managed top-down 
aspects of organisational strategy, structure and systems change transformation. With 
reference to the McKinsey 7S model (see Figure 14.1), Francis et al. (2012) put forward 
the distinction between Organisation Design (ODS), as dealing with the ‘hard’ elements 
of change i.e. strategy, structure and systems and ODV, the ‘sof’ elements of change 
i.e. staf, skills, shared values and style. 

Conventionally the fundamental premises of ODS are about economic rationalisation. 
ODS is underpinned by such concepts as scientifc management, economies of scale, 
standardisation of work and the workforce, fnancial capital being seen as the scarce re-
source, corporate headquarters exercising operational control. It involves making strate-
gic choices, identifying intended benefts, designing structures, networks, processes and 
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Figure 14.1 Teoretical distinction between ODV and ODS. 

roles to align the organisation around strategy and business imperatives. Typically, ODS 
drives structural change and will impact on cultural change. Te success factor of ODS 
is the extent to which organisation-wide alignment is achieved with business strategy 
(Divakaran et al. 2013). 

As previously discussed, Organization Development is about building healthy and 
efective organisations. Te success factor for ODV is the extent to which organisational 
efectiveness is achieved and sustained. It does this by focusing on group dynamics and 
improving the ways people work together. It uses techniques based on behavioural sci-
ence, psychological theory and process facilitation. ODV takes the organisation design 
forward to implementation by delivering the internal changes required by the strategy. 
While not all change processes require organisation design, all organisation design 
processes require organisational development if they are to succeed. 

‘Excellent’ organisation designs 

Many organisations over the last few decades have been infuenced by management the-
ories based on consultancy research into successful organisations – such as Jim Collins’ 
Good to Great (2001) – and have attempted to adopt design principles based on them. 
For instance, Peters and Waterman’s research into leading US companies of the 1980s, 
published in their 1982 book In Search of Excellence ofers eight lessons: 

• A bias for action. ‘Getting on with doing the job’. Rapid decision-making unham-
pered by bureaucracy. Tis has since been absorbed into the concept of ‘Agility’. 

• Close to the customer. Trying to serve each customer as an individual. Tis has 
since become the notion of customer-centricity, another core element of agility. 
Tis means that managers should listen to the customers and frontline staf, as 
ofen managers are too remote to know what customers think, feel or want. 

• Autonomy and entrepreneurship. Each part of the business acts as an entrepre-
neurial centre, rather than as a part of a machine, thus creating greater innovation. 
Today, entrepreneurialism is necessary to achieve transient advantages. 
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• Productivity through people. Individual contributors are the source of quality, 
bring an early employee-centric orientation. 

• Hands-on, value-driven. McKinsey’s 7-S framework developed by Peters and Wa-
terman started with shared values. Tese need to guide everyday practice. 

• Stick to the knitting. Stay with the business that you know; your core competencies. 
Diversifcation carries big risks. 

• Simple form, lean staf. Many leading companies have small headquarters and sim-
ple processes, having embraced the reengineering and ‘Lean’ revolution. 

• Simultaneous loose-tight properties. Centralised values are a guiding framework, 
but autonomous operational choices combine the stability of a large organisation 
with the adaptability of a small one. Many start-ups are seeing the same challenge 
as they grow into large corporations. 

‘Visionary’ companies 

Other infuential design theories included the principles of long-lasting so-called ‘vi-
sionary’ companies researched by Collins and Porras which had successfully been in 
business for over 50 years. Tese principles described in their infuential book Built to 
Last included: 

• Clock Building, Not Time Telling – go beyond a great leader to building a great 
institution 

• No Tyranny of the ‘Or’ - embrace the genius of ‘And’ 
• More Tan Profts – fnd your organisation’s purpose and build the ‘core ideology’ 
• Preserve the Core/Stimulate Progress – change everything readily, except the core 

beliefs and values 
• Big Hairy Audacious Goals (BHAGs) – think big, aim high 
• Cult-Like cultures – cult-like adherence to the culture 
• Try a Lot of Stuf and Keep What works – try a lot of experiments and keep what 

works 
• Home-Grown Management – hire leaders from within 
• Good Enough Never Is – strive to do better tomorrow than you did today 

Refective activity 

• Which of these principles is pertinent today? 
• How does the way your organisation operates difer from the principles defned by 

Peters and Waterman or Collins and Porras? 

DESIGNING ORGANISATIONS 

Tere is no single correct way to do organisation design but using a model and following 
a sequenced process should provide a sound framework for diagnosis of what needs to 
change or be strengthened in the design. Most systems models hail from an era of more 
stable, ‘mechanistic’ thinking. Tere are many systems models available, such as Gal-
braith’s Star Model™, the Burke-Litwin Framework, Nadler and Tushman’s Congruence 
Model, McKinsey 7-S Model, Weisbord’s 6-Box Model, and Leavitt’s Diamond Model. 
Each represents a set of organisational elements and depicts the relationship between them 
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but only some show any relationship to their operating environment (as an open system). 
Tese do not all list the same elements, nor show the same linkages between them. 

Conventional hierarchical organisations are typically designed as closed systems for 
stability and efciency. Systems models such as the Nadler-Tushman Congruence model 
(1989, Figure 14.2) suggest a cause-efect linkage between the organisation’s input – (its 
environment, history, resources and strategy) – and its throughput (work, people, for-
mal and informal structure) – to deliver relevant output at system, group and individ-
ual levels. It looks at how these elements interrelate. For example, do the organisational 
structure and culture complement each other, or do they compete? Te challenge is to 
balance the processing elements in both the formal and informal aspects of organisation 
- including structures and technology, information fow and people’s roles and skills – to 
respond to the inputs and achieve desired outputs. 

Given the escalating demands coming from the business environment, organisations 
should be viewed through an open and whole systems lens, where context is critical. 
More recent systems theory views organisations as open systems. Any change in any part 
of the system will produce diferent efects. Since the environment changes constantly, 
interactions within a system are inherently complex. 

Structures 

A typical design strategy involves aligning corporate strategy, core competencies and 
an appropriate structural archetype (functional, matrix and so on). Traditional success 
factors for ODS include size, role clarity, specialisation and control. However, traditional 
strategies rely on stable task environments and industry structures as well as sustainable 
competitive advantages to drive both short- and long-term performance, conditions far 

Figure 14.2 Nadler and Tushman’s Organizational Congruence Model. 
Source: Nadler, D. A., & Tushman, M. L. (1989). Organizational Frame Bending: Principles for Managing 
Reorientation. Academy of Management Executive, III(3), 194–204. 
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from widespread today. Moreover, for Bolman and Deal (1997), structural theory puts an 
over-emphasis on the following assumptions: 

• Organisational control and coordination are essential for maintaining rationality 
• Tere is a ‘best’ structure for any organisation 
• Specialisation and division of labour increase the quality and quantity of production 
• Changing the structure is the best way of dealing with structural faws 

New success factors for organisation design include speed, fexibility, integration and 
innovation. While traditional structures were initially mostly functional, today there are 
many variations on more fexible structural archetypes such as process, product, market, 
geographic, matrix, project, modular, virtual, reconfgurable (Galbraith) and boundary-
less structures. 

Boundaryless structures 

For Ashkenas (1998) all such design archetypes should acknowledge that organisations 
must operate fuidly across four boundaries – vertical, horizontal, external and geographic 
(which also encompasses cultural and time zone diferences). Whereas a vertical struc-
ture diferentiates through status, and authority and decision-making power passes up 
through levels, boundaryless organisations focus attention on whoever has useful ideas 
so committed individuals making faster, better decisions. Whereas horizontal organisa-
tions operate between functions, product lines and units, with units maximising their 
own goals, boundaryless organisations operate via processes that permeate horizontal 
boundaries, together with quality, continuous improvement, and high performing team 
initiatives. With respect to external boundaries, typically clear boundaries exist between 
insiders and outsiders refecting a ‘we-they’ approach. In boundaryless organisations, 
customers help frms resolve problems and there is a confuence of interests and more 
efcient operations. Strong geographic boundaries with cultural diferences can isolate 
innovative practices, resulting in lack of leverage of good ideas, whereas in a bounda-
ryless organisation local diferences are respected and valued as a source of innovation. 

Complex adaptive systems 

Newer thinking views organisations as complex, dynamic systems, for which practical 
models do not yet exist. Complexity theory considers all living systems to be self-
organising, complex adaptive systems, made up of interacting networks of agents. In 
‘Te Web of Life’ (1997), Fritjof Capra calls the network ‘the central metaphor of ecology’ 
(p. 10). ‘In the new systems thinking, the metaphor of knowledge as a building is being 
replaced by that of the network. As we perceive reality as a network of relationships, 
our descriptions, too, form an interconnected network of concepts and models in which 
there are no foundations’ (p. 39). Tis, Capra argues, becomes a source of inspiration for 
a more empowered form of leadership. 

So while one set of design success factors does not replace the other, the emphasis, 
indeed the whole paradigm, is shifing. Refecting the network notion, cluster organisa-
tions are perhaps at the extreme fuid end of a dimension that has traditional functional 
hierarchy at the other. Here people work in groups from 30 to 50, in sub-clusters of 5–7, 
undiferentiated by job title. Tere are no direct reporting relationships; decision-making 
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is delegated to those who do the work; leadership rotates according to task competence; 
members of the group are accountable and groups are linked by contacts among members. 

Design metaphors 

Design assumptions are also shifing (Morgan 1986): 

• From machine metaphor of organisation (control, predict, re-engineer) to living 
system (self-organised, experience based, a strong life force to be reckoned with); 

• From directive to self-responsibility (assumptions: you can never direct a living 
system – you can only disturb it); 

• From traditional hierarchy to culture-focused organisational change (from focus 
on structure and system to paradigm and behaviour). 

So for adaptability and agility, the more relevant metaphor is organisation as living 
system (self-organised, self-responsibility, experience-based, a strong life force to be 
reckoned with) that leaders must nurture. Te living system metaphor works well be-
cause as humans and as organisations, we are complex and the usual human reaction 
to complexity is to try and simplify things in order to be able to understand and change 
them. However, if you try to fx one thing without understanding how all of the pieces 
ft together, and if you don’t work simultaneously on the whole, the bits that you neglect 
almost always cause failure. 

Hindering or helpful bureaucracy? 

While all organisations need some elements of bureaucracy to control and manage 
integration, too much complexity can lead to rigidity and slow decision-making. So is 
bureaucracy inevitably damaging to the pursuit of agility? Adler and Borys (1996) draw 
a distinction between those bureaucratic structures that inhibit efective performance 
(‘hindering bureaucracy’) – typically rigid and with high levels of centralisation – and 
those that lead to better organisational performance (‘enabling bureaucracy’). Hindering 
bureaucracies are formulated to enable a higher level of control over employees; obeying 
rigid rules and regulations is mandatory; creativity, risk-taking and changes are not wel-
comed. Organisational members working under highly centralised circumstances may 
experience feelings of powerlessness as they attempt to meet customer needs; they are 
less likely to demonstrate extra-role behaviours (Raub 2008). Tese may result in de-
creased employee commitment and performance. 

In contrast, in an enabling bureaucracy, the focus is on using formalised rules, 
procedures and regulations in a way that results in problem-solving (rather than pun-
ishing failure) and a higher level of efciency. Formal rules and regulations contribute to 
enhanced organisational performance; standards are used to improve workers’ capabil-
ities and serve to transfer the best way of performing tasks, provide alignment between 
diferent jobs, and facilitate work process redesign. 

Centralisation, another design concept, refers to the extent to which employees are 
involved and participate in organisational decision-making processes (Anderson and 
Kochan 2012). Te key requirements of customer-centric design are to understand, and 
be responsive to, the customer experience; to act on data, and embed change quickly. As 
discussed above, employees therefore need high levels of discretion and authority to act 
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to serve the customer’s needs. Flexible bureaucracies are characterised by a shared lead-
ership style as well as a higher level of accountability among followers that can contribute 
to the proliferation of creative ideas as well as extra-role behaviours (Adler and Borys 
1996; Saparito and Coombs 2013). 

Follow a design process 

In the same way that there are diferent systems models, there are also diferent pro-
cesses you can adopt for organisation design. Tese processes all have phases of one type 
or another. Tey include ‘Design Tinking’, Appreciative Inquiry, Consultancy Cycle, 
Agile, Self-Design (University of Southern California) and 6-phase design. Te latter in-
volves using change management to move from today to tomorrow through 6 phases - 
preparing for change, scoping, macro-design, micro design, transition and implemen-
tation. Te self-design method involves preparation, contracting, assessment, planned 
learning, design success criteria, organisation design and change implementation. Each 
phase involves a host of activities and potentially diferent groups of people who must be 
coordinated. 

Each process begins with an assessment or exploration of the design issues and con-
text. It may seem odd that a consulting cycle or appreciative inquiry process can also be 
used for organisation design work – but why not? Te commonality of phases means that 
it is relatively straightforward to use them in combination(s). So, for example, the phases 
of process consulting can proceed at the same pace as the phases of the OD process. 

In an ideal world, design work would begin at the beginning and move steadily through 
the phases – starting, designing, planning to transition, transitioning, optimising, while 
leading the process and communicating and engaging with stakeholders throughout. In 
reality, this sequence of steps rarely happens. Projects can start at more or less any point 
in any of the phases. Nevertheless, design work fails if some of the phases are missed out 
altogether. Wherever the work actually starts you must work ‘backwards and forwards’, 
ensuring all phases are covered. 

Starting the consulting/design process 

In any process model, the starting phase typically involves: 

1. Identify the client 
Te challenge for the organisation designer is to work out who is the real client 

of the design work, what are the vested interests in the work that may not be obvi-
ous, and how easy it will be to work with the client(s) 

2. Meet the client 
When a practitioner and someone in an organisation meet to discuss potential 

design work, in consulting speak, this is called ‘gaining entry’. 
3. Agree the work (also known as ‘contracting’) 

In the frst or any follow up meeting, agree the design work, including: 
• What the situation, issue or concern is 
• Who the client is (it may not be the person you, the consultant, are speaking 

with) 
• Te purpose and outcome of any work 
• How this work links to the mission/purpose of the organisation 
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• What timescales the client is working to 
• What level of resources the client has to bring to the project (personnel, exper-

tise, money, time, equipment, etc.) 
• How client and consultant will work with each other – their roles and approaches 
• What access to information and personnel is required 
• Te next steps (Block 2011) 

4. Assess the context (diagnosis) 
Once the actions from the initial meeting have been agreed, start the internal and 

external environmental scan. Gather other data – fnancial, customer, employee – 
from a variety of sources. Failure to invest in the assessment and scanning can lead 
to more expensive mistakes that need to be rectifed later. 

5. Begin the leadership alignment activity 
Leaders who spend time thinking through the rationales for a redesign – focusing 

on its contribution to organisational performance and impact on the work and the 
workforce – tend to commit themselves to the solution. Tis makes a big diference 
to the speed at which work can progress. However this is ofen problematic since 
leadership team members are not always ‘on the same page’. Navigating organisa-
tional politics and the political dynamics ofen means that you face compromises, 
tensions or ethical dilemmas that force you to ask yourself whose interests you are 
serving and to manage the consequences of your answers. 

6. Communicate with stakeholders 
Te way an OD project is shaped and implemented is interwoven with stake-

holder needs and responses. Stakeholders are those individuals and groups of 
people who you need to ‘get on side’ as you do the design work. Tey have to under-
stand the ‘why, what and how’ to become supporters of the work (or at a minimum 
not saboteurs). Ofen stakeholders have conficting interests, which makes your 
skill in sense-making – intuiting who is for/against/neutral – critical. 

Tis work involves categorising, classifying and mapping stakeholders. 
‘Categorising’ means clustering them according to their type. ‘Classifying’ means 
determining their ‘political’ orientation to the design work. ‘Mapping’ means 
recognising their relative level of ability to infuence or impact the success of the 
design. Working with stakeholders means more than communicating with them. 
It means involving them, listening to them and being responsive to what they say; 
in other words, engaging with them throughout. Doing this from the start of the 
design work is in the long-term best interests of the project – even if it may seem a 
heavy investment of resources to begin with. 

7. Check leadership commitment. Leading OD work involves both bringing techni-
cal expertise to the design work– a role ofen fulflled by HR/OD or an external 
consultant – and leading people into the new design – a role typically taken by the 
business ‘owner’, i.e. the person taking the design work from inception into ‘busi-
ness as usual’ (Ashkenas and Francis 2000). Tese two leaders must work in a close 
and collaborative partnership to ensure the design succeeds. Additionally, there are 
other organisational leaders who must be committed to the design work. 

8. Present work so far and propose next steps 
Te end of the starting phase – data collection, leadership alignment work and 

presentation of fndings – is marked by documenting fndings and proposing next 
steps. Depending on the size, scale and complexity of the piece of work, the doc-
ument could be a formal business case, project charter, plan on a page, contract, 
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agreed proposal, or a simple e-mail. Regardless of size of project a document in 
writing should specify the rationale behind doing the work and the next steps. Tis 
document enables a decision to be made on whether or not to go ahead with the 
next phase of the piece of work. If the go-ahead is given, the document guides the 
project planning and life cycle and aids in monitoring the progress of the project. 

Case: terminal fve, Heathrow 

Jaimini Lakhani, now an independent OD consultant, joined BAA as organisational 
change lead following eight years with Accenture. At the time (2003–2006) Mike Clasper 
was BAA’s CEO and Margaret Ewing was Group fnance director from 2002 to 2006. 
During that time and under their combined leadership, BAA’s performance improved 
dramatically. Te year 2005/06 saw an increase in revenue of 7.4% to £2.23bn, operat-
ing proft increased by 8.1% to £710m during the same period and capital expenditure 
increased 8.1% to £1.5bn. At the same time, Clasper and Ewing also led BAA’s defence 
against a ferce takeover battle with Ferrovial which eventually saw the airport authority 
sell for £10.3bn in 2006, a much higher price than the acquirer had originally ofered. 

At the time Jaimini joined the company, the vast construction project to build Termi-
nal Five (T5) at Heathrow was underway. BAA’s strategy was expansion and innovation, 
especially with respect to running retail operations in other international terminals, a 
strategy Jaimini strongly bought into and was excited to support. Afer all, BAA was 
known as a savvy retailer having founded World Duty Free and was already operating an 
efective international retail footprint. 

Jaimini joined a newly formed business unit that combined BAA’s infrastructure 
development (Capital) with its Supply Chain activities. Money was being invested in 
both groups to prepare them to support the future growth strategy. Jaimini’s role was 
to design an operating model for the combined unit. Early on in Jaimini’s initial assess-
ment, however, it became clear that because of leadership challenges the two departments 
would struggle to work in a complementary way. To her surprise, one of her early recom-
mendations was to decouple the two units, efectively making her own job redundant. 

However the six-year, £4.2 billion programme to build Terminal Five (T5) was under-
way and needed to get better traction if it was to hit the company’s audacious deadlines. 
BAA had never before undertaken a programme on this scale or integrated assets at 
this level. Te HR team had made bold moves to change leadership and infuence the 
decision for T5 to be operated as a separate entity. Jaimini joined the T5 leadership team 
as Head of Organisational Efectiveness (OE), with responsibility for HR, OD, Learn-
ing and Communications. Also integrated into the team was industrial relations which 
were managed centrally at group level given the complicated union environment that 
included BAA, contractor and airline employees. Jaimini herself worked closely with 
Andrew Wolstenholme, T5 Project Director, directly involved in day-to-day programme 
management and instilling HR processes for the 800 BAA staf on the project team. 

Te programme was organised into four main teams – Airside, Buildings, Systems 
and Rail. Te T5 programme needed to shif focus year on year as the programme moved 
through diferent phases. Te early years were spent on the various physical stages such 
as diverting two rivers, clearing the land (moving enough earth to fll Wembley stadium 
one and a half times), boring the tunnels that would support the extension of the Picca-
dilly underground line, the installation of a monorail system to connect the terminals, 
etc. In the later stages of the construction programme three satellite buildings needed to 
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be built, leaving enough time to integrate the complex sets of systems including 11 miles 
of baggage conveyer belt. Te T5 site required over 8,000 workers across 30 nationalities 
to work daily as ‘one team’ including executing its award-winning safety programme 
which recorded over 2 million worker hours without a reported incident. Tere also 
needed to be a smooth handover to British Airways the client and Heathrow Airport the 
operator. 

When Jaimini frst took on her role, the OE team was fragmented, under-resourced 
and OD was ofen called upon just to facilitate team workshops. From Jaimini’s perspec-
tive, the T5 programme was an opportunity to deliberately create a diferent culture both 
within her team and also across the programme. Te ambitious demands of the pro-
gramme required a high performing, unifed team that could operate strategically and 
operationally over the course of the fnal three years. She established an OD team on the 
ground with four expert practitioners embedded in each of the main teams, e.g. Airside, 
Buildings, Rail, Systems. Tese were multi-functional roles to partner with the diferent 
teams over their people and organisational needs. At one time the Buildings team were 
not hitting the milestones, so an OD specialist was commissioned to help the team. He 
used an open space breakthrough exercise to achieve a mindset shif and enhance peo-
ple’s confdence. One member of the OE team specialised in industrial relations as each 
of the 60 contracting companies had its own unions. 

Jaimini was also responsible for physical context change. Tis meant looking ahead, 
building trust, ensuring that the right capabilities would be in place as the construction 
side of the programme ramped down in the fnal year and the balance of work transi-
tioned to operating the new terminal. To keep the transition on track, Jaimini measured 
progress to assess if the right people were in place at the right time. As Jaimini refects, 
even when you are trying to create behaviour change, it is important to set standard 
default measures so that you know whether you are achieving your aspirations and base 
changes in strategy on evidence. 

One particular concern was about how to retain key talent right to the very end of 
the programme and beyond, especially as BAA were in discussions to construct the new 
Terminal two building. Te aim was to achieve 80% retention of key talent. Some of 
the personnel on T5 were integrated into operations but as teams merged, jobs became 
smaller and limited. Employees who relished large scale, complex programmes were feel-
ing less challenged. To avoid uncontrolled turnover, Jaimini and her team looked six to 
eight months ahead of every phase so that they could focus on integrating back key talent 
into new roles in a timely way. Tose whose skills were most needed wanted to know that 
there was a future for them and were incentivised to stay, which they mostly did to the 
end. Tese people received friendly chats about the future over cofee so they understood 
that they were valued. 

Tere was also a common focus on how best to hand over from the Programme 
team to the operational team as T5 went ‘live’. Jaimini facilitated a session with the 
leadership team early in the fnal year to learn from terminal openings elsewhere and 
to identify the principles that would matter to BAA. People brainstormed the many 
things that can go wrong at such openings, such as security, problems with baggage 
systems and passenger fow and worked out what to do to mitigate these. Te discus-
sion on baggage systems resulted in the Head of Baggage Systems being promoted to 
the top table so these risks were always visible and addressed swifly. Jaimini kept such 
issues front of mind at the top table by reminding the team of how well they were fol-
lowing their own guiding principles. 
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As an HR/OD practitioner, Jaimini was free to focus on building capabilities and lead-
ing reviews of what was working well, and what needed to be improved. It was clear that the 
transition would require new capabilities within the leadership team every year as the pro-
gramme changed shape. Jaimini refects that, to add value as Head of Organisational Efec-
tiveness you must have an equal voice at the top table. As she points out, people dynamics 
are crucial. You have to act as an of-the-record sounding board especially for the Project 
Director who is essentially the CEO and you must sustain the right chemistry to do that. 

As Jaimini refects, organisation development is so contextual that you need to be 
able to adapt to the unexpected, as well as anticipate change. Before the launch of T5, 
there were several dramatic events which could have blown the programme of course 
but did not. Tere was the 2006 transatlantic bomb scare that forever changed airport 
security regulations and required extraordinary crisis management measures for two 
weeks. Heathrow Airports Operations Ltd won the pre-award for the construction of 
Terminal 2. British Airways, who were to be the primary users of Terminal Five, were 
frequently on strike, causing disruption and anger to the public. So as Jaimini suggests, 
‘If the factors you are dealing with, including the politics, have never come together in 
that combination before, you have to be able roll with the punches, refect and learn from 
events, helping others to do the same’. 

Refective activity 

• Who were the key stakeholder groups in this case study? 
• What ways have you used/found successful in getting leadership alignment? How 

do you know when you have it? How do you maintain it? What are the pros and 
cons of seeking leadership alignment? 

MANAGING MERGERS AND ACQUISITIONS 

Mergers are amongst the strategic options available to executives seeking to increase 
market share, geographic reach and so on. Tey hold out the attractive prospect of in-
creasing earnings per share (EPS) to shareholders. However, the risks attached to merg-
ers are mainly linked to the Human Resource arena. It is the range of issues relating 
to people within merging organisations which can determine whether the merger is as 
successful as it might be, or indeed whether it succeeds at all. While there is increasing 
awareness that human factors have an infuence over the success of the merger, execu-
tives are ofen at a loss to know how to address the diferent issues. Frequently, they are so 
absorbed with the nature of the business deal and in securing their own interests that the 
organisational implications of the deal are only considered once the deal has been struck. 

Bungling the handling of a merger can result in losing key people – who ofen consti-
tute the market value which attracts the acquiring organisation in the frst place. People 
are a vulnerable asset – and the beneft of this asset can be destroyed if senior managers 
do not anticipate and prepare for the emotional response of employees at the outset. 
Meridian Consulting suggest that failure to create additional value through the combi-
nation and deployment of the intellectual property gained from M&As represents a new 
type of risk, known as knowledge risk. Tey calculate this as follows: 

Te knowledge value at risk – that is the amount of shareholder value the frm stands 
to destroy if they fail to successfully integrate and leverage acquired intellectual 
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property – equals the premium paid multiplied by the acquiring company’s price-
to-earnings ratio, i.e. 

Value at risk = premium $ P/E ratio 

Mergers and acquisitions, when two organisations are brought together, or are required 
to collaborate as in a strategic alliance, are organisation design projects writ large. Tey 
highlight the need for very efective change management and should really be thought 
of as large and complex change projects. Te integration decision should involve diag-
nostics, assessing the degree of cultural and functional integration required to help the 
combined company achieve its strategic ambitions. Meridian Consulting argue that if 
the combining organisations are to become capable of achieving shared business goals, 
three abilities must be grown, i.e. 

• Te ability to talk with one another 
• Te ability to work with one another 
• Te ability to learn from one another. 

Yet culture clashes between the merging organisations are the most common cause of 
merger failure. While their strategies and structures, including systems and processes, 
are usually diferent, the main factors which can undermine successful integration are 
diferences in the two organisations’ politics, decision-making, cultures, values and lead-
ership styles. Employees are sensitive to those diferences which afect them most, espe-
cially if they perceive the acquisition to be hostile. 

Similarly, employees are ofen hit by multiple waves of anxiety and need to be sup-
ported through the transition. Te roles, behaviours and attitudes of managers make a 
big diference to how well employees adjust to a merger. In many mergers, the roles of 
one group of directors simply disappear. Where directors survive the merger, the relative 
positions which directors occupy in the new organisation seem to afect whether other 
employees consider their organisation to be a ‘winner’ or ‘loser’ in the merger process. 
When senior managers of the acquired company lose their jobs, employees of that com-
pany can feel especially vulnerable. 

HR has potentially a key role to play in anticipating and reducing the impact of cul-
ture clashes, in supporting people in integrating working practices and in bringing about 
successful new organisations. Key employees need to be retained and ways of transfer-
ring knowledge across the organisation found. Major issues and risks need be addressed 
as early as possible. Yet HR professionals are ofen not involved until late into the merger 
process when many decisions have been taken (and sometimes damage caused). 

Whatever the rationale for the merger, it seems that the way the merger process is han-
dled will have a major impact on whether the organisation is able to achieve its business 
aims. When the acquiring company seeks to impose its procedures onto the acquired 
company (Devine et al. 1998), this ofen results in the acquirer unwittingly snufng out 
the vital spark which made the acquired company seem such an interesting proposition. 
Organisational change can seem threatening to employees because when the change is 
imposed top-down, such as in the decision to acquire another company or to sell of part 
of the organisation, employees feel that they have no control over what is likely to happen. 
Tis is when the consequences of change can appear profoundly negative to employees. 

Transformation can threaten people’s mental models of how their organisation should 
act, what work should be like and what their own prospects look like. For instance, when 
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one pharmaceutical company acquired another, partly in order to absorb the other com-
pany’s research capability, there was some surprise among managers of the acquiring 
company when exciting research projects they were expecting from the acquired re-
search workforce failed to materialise because the acquired scientists did not trust the 
acquiring company’s management. Te phenomenon became known in the organisation 
as ‘burying the babies’, i.e. employees kept their best projects safe in case they needed 
to jump ship. Te critical thing seems to be not so much whether there are job losses or 
whether organisations are renamed but how these processes are carried out. Open and 
honest communication and fair principles are very important in maintaining employee 
commitment. 

Mergers need managing 

Planning and managing mergers require a skilled team of merger planning experts. 
Some companies are clearly focused on people issues right from the start of the merger 
process. Tese tend to be adept acquirers who have learned from past experience and 
who use taskforces of specialists with merger process experience. With the full backing 
of the board, these taskforces are highly adept at creating communications appropriate 
to the situation and in making sure that the relevant relationships are established early 
on. Te role of an infuential and skilled Human Resources professional can be critical 
here. 

Each phase of a merger has implications for leadership and for HR. Tese phases are: 

• the ‘run-up’ or pre-merger 
• the immediate transition (the frst 100 days or 6 months) 
• the integration (the longer-term coming together of the two parties) 

Te ‘run-up’ period should be used to carry out an efective HR due diligence and de-
velop an awareness of the likely challenges and pressure points. Key employees need to be 
identifed and encouraged to stay in both the acquired and acquiring organisations. Te 
‘run-up’ team should make a realistic assessment of the probable management workload 
and fnd ways of easing the burden somewhat. 

Experienced companies ofen use a diferent team to manage the transition, and an 
efective handover is essential between teams. Typically, there is a clear 100-day plan 
which addresses most of the integration issues at the level of human resource matters, 
systems and processes. Te process of recruiting into positions needs to be handled in 
such a way as to minimise the potential for ‘winners and losers’. Of course, personnel 
issues, including policies and procedures, are not the only things which need managing. 
Other critical integration issues include: 

• IT 
• Product ranges 
• Supply chains 
• Head ofces 

Senior managers and directors have a key role in leading the change process. Ideally, 
at least one or two senior managers from the acquired company should be retained 
to provide other employees with reassurance. If the takeover is not hostile, willing 
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collaboration between management teams before and afer the merger appears to make a 
positive diference to the way the change is handled. 

During the transition period, the pace of change is usually so ferce that keeping an 
eye on normal business is not easy. Research highlights the importance of managing 
the integration of the organisations as a critical project alongside keeping the business-
as-usual going and customers satisfed. Tis conscious management of the integration 
should carry on for as long a period as is necessary. Managing the longer-term integration 
usually involves training line managers and making them responsible for the real bed-
ding in of the new organisation. In the most successful cases, at least one board member 
takes responsibility for overseeing the integration for the period of time required for the 
‘new’ organisation to have fully emerged. 

Even when handled ‘professionally’, mergers can still backfre. One company closed 
down its customer support site – when a merger made it obsolete – only to fnd that a 
competitor was opening a new facility nearby the very next week. Te people whose jobs 
were made redundant and who had received generous pay-ofs went straight into similar 
jobs with the rival company, taking their expertise and competitor knowledge with them. 

John Kotter’s (1996) well-known study of why change eforts ofen fail identifed the 
need for ‘change accelerators’ as follows: 

• Creating a sense of urgency and ‘readiness’ for change 
• Creating powerful guiding coalitions who are willing to bring about change and 

letting a clear vision emerge 
• Communicating the change continuously and in many diferent ways 
• Coordinating eforts, measuring and communicating progress 
• Keeping morale and energy levels around the change project high by celebrating 

progress so far, and using that energy to tackle the more important obstacles to 
change 

• Consolidating improvements while eliminating remaining obstacles to change 

In all of these steps, leaders, managers and HR have vital roles to play. 
While Kotter’s (1996) original thinking was well suited to traditional hierarchies, he 

has since revised his recommendations to suit a more agile, networked approach. In his 
2014 book Accelerate: Building Strategic Agility for a Faster-Moving World, Kotter argues 
that the change accelerators still apply but should be applied concurrently rather than 
sequentially. Te new change delivery system envisages an organisation-wide army of 
volunteers to drive change. Increasing urgency is about overcoming inertia. Leaders 
need to take risks and be more transparent, be willing to engage early to discuss con-
cepts and unformed ideas. Tey should take a decentralised approach with less emphasis 
on centrally managed communications and engagement opportunities and make more 
use of formal and informal networks. We shall consider these points in more detail in 
the next chapter. 

Communication 

Tough ofen spoken of together, communication and engagement are not the same. 
A simple way of illustrating the diference is to say that efective communication is 
structural (via channel choice, e.g. newsletter, email, chatbot) and efective engagement 
is social (via participation and networking). 
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Te importance of communication cannot be over-emphasised, particularly in the 
pre-merger phase and between the merging companies. For example, a UK manufac-
turing company agreed to be acquired by a Swiss company. Te management team were 
pleased and excited as the frm had been ‘on the market’ for some time. However, contact 
between the two companies dwindled, leaving the UK company’s management team un-
clear about the Swiss company’s plans and expectations. In a state of limbo, the UK frm 
was efectively ‘of the market’. Some senior managers jumped ship because they had no 
guarantees for the future. Tere was no new product development, no investment and 
customer orders dropped of. Lack of communication led to suspicion, demoralisation, 
and loss of key personnel and business, even before the contract was signed. 

Internal communications are critical throughout, as many management teams learn 
the hard way that it is better to communicate even when you have nothing to say. HR 
needs to work alongside or as part of management teams, ensuring that formal com-
munications are efective, and that staf are being kept informed. A PwC study (2011), 
however, suggests the HR department typically does not focus on communication or 
motivation issues during major organisational change such as a merger or demerger, pre-
cisely at the very time when they are most needed. Te starting point for communication 
is usually the merger announcement, which is nearly always highly sensitive. Holbeche 
and Garrow (2000) found that employees sometimes only found out about the merger 
when listening to the radio on their way to work. If HR is not involved in the run-up 
phase, there is usually no clear communication plan for employees – all the attention has 
been paid to other stakeholders. 

When a merger is under way, communication mechanisms need to be in place that 
encourage an upwards fow of information in addition to top-down announcements. 
Communications should be as open and two-way as possible, with staf being given op-
portunities to discuss the latest news. Employees really need to know why the merger 
is happening so that they can work out the options for themselves. Issues such as the 
rationale for the merger, whether it is a proactive or reactive response, how the merger 
partner was selected, whether this is a merger or a takeover – all need addressing. Key 
messages may need to be repeated in many diferent formats. Staf response to the mes-
sages about change should be anticipated and questions-and-answer sessions built into 
presentations. 

What can help is an early statement about the vision for the merged organisation. 
When the Halifax and Leeds Building Societies merged, they decided that their merger 
would create ‘a Yorkshire-based world-class alternative to the clearing banks’. When the 
Environment Agency was formed out of up to 80 separate bodies, the aim was to provide 
‘a better environment in England and Wales for present and future generations’. 

Early contacts set the tone and arrogance is common. ‘Tem and us’ attitudes can 
easily result from inappropriate frst contacts. Te reaction of employees on both sides of 
the merger/acquisition will be conditioned by factors such as the clarity and credibility 
of the messages given publicly and internally – and by their general perception of the 
‘other party’: is it a business they want to work with/for? Managers may need to be adept 
at managing rumours and should pay attention to the frst impressions formed by staf 
in the acquired organisation based on their frst encounter with employees from the ac-
quiring company. 

In one case, employees in both the acquired and acquiring companies were told on 
day one why the merger was happening, and it was made clear to employees that ‘good’ 
people were in no danger of losing their jobs. People were asked to commit to the new 
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company on the basis that ‘we’ll see you are alright’. None of the senior management 
from the acquired company survived the merger. On day two a presentation by the new 
chairman and chief executive conveyed an unfortunate impression to employees in the 
acquired company. Te chairman insisted that the previous management had ‘got it all 
wrong’ and that his vision would lead to a successful company. While the message was 
no doubt meant to be motivational, and many ‘acquired’ employees agreed that they had 
been constrained by the previous management, the impression of arrogance created by 
the chairman’s speech was confrmed by early attempts to impose one set of working 
practices on to another. What made matters worse was that there was in fact no strategic 
plan to support the chairman’s claim and personnel matters such as appointments were 
lef in abeyance. Many employees lost patience and lef. 

Gaining buy-in 

Gaining emotional and intellectual engagement from staf is no mean feat. Typically, 
mergers are both mechanical/structural and psychological/cultural. All aspects of the 
merger need managing. In drawing up a checklist of the mechanical aspects of the 
merger, which tends to be the focus of director attention, care must also be given to being 
able to provide answers to employee questions which will set the scene for the psycholog-
ical/cultural merger. 

Merger mechanics Psychological impact 

Communication – road What’s happening? When will I know if I have a job? 
shows, etc. Will there be redundancies and if so, when will they be 

announced? 
Business strategy – Why is it happening? Does it make sense? 

loose/tight coupling What changes are planned and when will they be 
announced? 

Organisational structure Where will I be in 6 months? Will there be changes in 
reporting structure? Who will I be reporting to in future? 

Appointments and exits Will I have a job? 
Terms and conditions Will our terms and conditions change? 
Managing performance Will I lose out? What is expected of me? 

Will there be Performance Appraisals? 
Training and Do I have a future? 

development 

Fear of the unknown is a major contributor to employee uncertainty. While not all of 
these questions lend themselves to easy answers, people at least need to know when 
solutions to some of the problems will be worked upon. In managing communications 
around the diferent phases of a merger, HR should bear in mind the psychological im-
pact on employees of these changes and aim to ofer answers to these core questions. 
Devine (1999) suggests that formal communications should aim to: 

• Inform – about the organisational/personal implications 
• Clarify – the reason for the change, the strategy and benefts 
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• Provide direction – about the emerging vision, values and desired behaviours 
• Focus – on immediate work priorities and actions, together with medium-term 

goals and dignity 
• Reassure – that the organisation will treat them with respect 

Some HR processes, such as rationalising pay and conditions may take time to achieve. 
While there is no blueprint as to which issues must be tackled in what order, it is impor-
tant to communicate a broad architecture of the merger process, together with targeted 
HR and management actions at each stage so that employees and senior managers can 
be reassured. 

Refective activity 

• Tink of an organisational project that you are a stakeholder in/of. How do you 
like to be communicated with about it? What level of engagement do you have in it? 

• What would make you feel the communications and engagement addressed to you 
are at a minimum ‘good enough’? 

Waves of change 

Mergers and acquisitions set of ‘waves of change’ within the organisations concerned. 
Unless these are managed, business performance can nosedive as a result of employee 
uncertainty and because senior managers concentrate their time on the merger, to the 
detriment of the existing business. 

In the pre-merger phase, it is essential to explain to employees the strategic business 
reasons for the merger. Whatever approach is adopted, many organisational cases point 
to the importance of recognising and understanding the diferences between the organ-
isational cultures as early as possible so that sensitive issues can be carefully handled. 
Similarly, employee loyalties to their colleagues, ways of working, company brand should 
not be underestimated. Employees may need to be allowed to ‘grieve’ the loss brought 
about by the merger as well as celebrate the new opportunities. 

Typically, anxiety is highest at the time of the merger announcement and when the frst 
job losses are announced. Te rumour mill is very active at this stage. People wonder how 
they will be afected, if at all and what their own prospects will look like in the new organ-
isation. Tey are on the alert to signs, such as which company gets the lion’s share of the 
best appointments, which indicate their likely fortune. Employees are hungry for infor-
mation and this is typically when formal communications are at a standstill (Figure 14.3). 

Organisation Design work comprises both leading the structural change work and 
also leading people into the new design. Research suggests that over 40% of the changes 
take place in the frst two months. In the immediate transition, major events include the 
appointment of a new board of directors and key appointments/redundancies. As the 
new structure emerges, diferent groups are afected at diferent times. 

Ofen senior managers have been through their own anxiety and emerged the other 
end. Tey must state and explain the ‘why’ of design or redesign, supporting people in 
making sense of the context of the design/redesign work, telling the stories of how it is 
going. Teir focus may be on the next key business issue and it may be hard for them to 
appreciate the anxieties of people working in a front-line role who are being afected by 
restructuring in some cases up to two years afer the merger. Head-ofce staf are ofen 
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Figure 14.3 Typical emotional waves following a merger. 

the frst to be afected by an early decision to close down an ofce. Field staf may wait for 
some time before the merging companies rationalise their outlets. Failure to pay atten-
tion to what people need leads to increased workforce anxiety and multiple individual 
interpretations of the situation. Other key questions that heighten employee anxiety are 
about which head ofce will be used, especially where relocation is involved, and when/ 
how terms and conditions will be integrated. Leaders should aim not to ‘sell’ the design/ 
redesign but to acknowledge anxieties, and help people make sense, for themselves, of 
what is going on so that they may make informed choices. 

HOW HR CAN HELP AN ORGANISATION THROUGH A MERGER 

Communication alone is not enough – as previously stated, mergers need managing, 
especially the personnel issues. It is clear that the HR function has a potentially key role 
to play in a merger. Te way difcult personnel issues such as redundancies are handled 
will have a long-term efect on the morale of survivors and be a telling indication of the 
values of the new organisation. New appointments must be seen to be fair and employees 
treated with dignity. Personnel processes should be documented, and decisions should 
be open to scrutiny. Te longer-term integration phase is ofen the period during which 
sites are closed or merged and staf are informed about relocations. New terms and con-
ditions may be announced. Ofen a more fundamental revision of working practices and 
structures takes place. 

Involvement should begin in the run-up phase. Early identifcation of sensitive issues 
can reduce their impact over time. Time must be set aside to work with directors and 
individuals on the critical HR issues. Pay and conditions can become a huge issue and 
should be dealt with early in the transition period but are ofen deferred. If HR lacks a 
strategic perspective, the HR team risks being overtaken by the host of operational and 
mechanical issues which must be dealt with. Tis is a time when a new organisation is 
being forged and decisions should be taken with this in mind. Help from consultants 
can enable HR teams to focus their energies strategically during an important period. 
Research suggests that some of the critical contributions which HR can make are as 
follows. 
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Get involved in planning, transition and integration teams 

• HR professionals need to contribute specifc expertise to these teams, enabling the 
merger to be managed as a project, while keeping the core business going 

• Develop efective ways of collaborating with the planning team from the other 
company in the pre-merger phase, if possible 

• Does clear communication exist between members of the negotiating and transition 
teams? What are the handover issues which will make a diference to the success 
of the integration? 

• If the acquisition is perceived as hostile, identify as early as possible the key 
information you need to know if a thorough human resource due diligence is not 
possible. What other ways can the necessary information be obtained? 

• What framework is in place for managing the diferent phases of the merger? 
• Find ways in which people from both companies can get to know each other as 

quickly as possible 
• Identify how the emerging organisational vision can best be communicated 
• Take a ‘best of both’ rather than ‘equal shares’ or ‘acquirer dominates’ approach to 

deciding who has which roles, which working practices etc. are adopted 
• Adopt fair principles on the handling of redundancies. 

Identify the HR issues and carry out an efective human
resource due diligence by 

• Comparing terms and conditions of employment and salary scales including 
the structure of share options and to whom they are available, severance terms 
in contracts, incentive and bonus schemes in terms of immediate and future 
commitments 

• Gathering information about the management team – how critical are they and 
will they all remain post-acquisition? 

• Gaining perspectives of the management team – their view of the company, 
employees’ view of the senior team 

• Understanding the existing skills of the present HR team – are they adequate to 
coordinate proposed changes to the business? 

• Understanding the organisation structure 
• Identifying what is required in terms of workforce plan to achieve the business 

strategy 
• Identifying key personnel and having initial plans for securing ongoing commit-

ment. To what extent is the necessary knowledge and skill critical to running the 
business vested in a few staf? 

• Identifying the likely level of redundancies involved and prospects for early 
retirements 

• Identifying which job descriptions and/or profles will need to be changed 
• Finding out how communication of the sale has been dealt with so far including the 

processes used for communication 
• Comparing ways of working and identifying major diferences that will need to be 

addressed 
• Agreeing the management culture of the combined organisation and what will 

need to be done to achieve it 
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• Considering the size and location of existing ofces. Deciding whether ofce clo-
sures will be necessary and whether the provision of new ofce accommodation 
will be appropriate or possible 

• Finding out details of any industrial disputes and the number of appeals on job 
evaluations by the Hay Committee within the last 12 months 

• Is the organisation unionised or does the staf council or similar employee rep-
resentation group have any negotiation rights and if so, what do these rights 
include? 

• Being realistic about timescales. Does everything have to be done at once? Many 
companies attempt to integrate terms and benefts as quickly as possible. If delay 
is required, there should be a clearly communicated plan so that employees know 
when key issues will be addressed. Merging cultures may take two years or longer 

• Agreeing a clear communication plan for the frst 100 days. What clear central 
message will be sent to all employees? 

Carry out efective HR integration of the following 

• Remuneration 
• Benefts 
• Terms and conditions 
• Culture and management style 
• Career and other development issues 
• Communication and climate 
• Employee relations. 

Ensure that management teams have the skills they need to manage the
merger well 

Line managers usually play a key role in central project teams. Management teams need 
to be quickly welded together, with at least a common approach on key Human Resource 
issues. Some team building may be needed. Management teams need the following: 

• Strategic management skills, especially understanding how to add value to the new 
business 

• Integration skills – being able to make decisions about structure, roles and dealing 
with sensitive situations 

• Change management skills – being able to bring people with them through change 
• Cultural skills – being able to understand the dynamics of organisational culture, 

deal with culture clashes and the emergence of a new culture 
• People skills – being able to understand the reactions and concerns of employees 

and support them through change. 

Help line managers to communicate efectively during the transition phase 

Managers also have a key role in sustaining communications about the merger process 
to all employees even when there is ‘no news’. Given the symbolic importance of sen-
ior management behaviour, managers may need practical help in understanding how 
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to communicate with employees from both companies in the early days. Managers may 
need to be made aware of the symbolic power of language to help or hinder the merger 
process. Tey may need to recognise that a merger is likely always to be an emotional 
issue for employees and that employees need to be communicated with, and convinced 
of, the benefts at an emotional not simply rational level. 

In the frst month of a merger between two professional service frms, line managers 
were given the chance to refect on how they were going to help implement the organi-
sational changes. For some the main challenge was ‘getting staf into confdence mode – 
our task is to raise staf morale’. Many managers also felt the need to ask questions of 
their own directors, rather than assuming that they were being kept in the dark. Some 
managers recognised the importance of sitting down with their team and personalising 
the messages which were largely being conveyed via corporate videos. Te managers 
were mainly concerned about the apathy resulting from apparent lack of change fol-
lowing the merger announcement. Tey recognised that they would need to prepare 
their colleagues for the ongoing waves of change which would eventually arise from the 
merger. 

Since managers are in the front line for communication, it is essential that they have 
the ability to develop two-way communications. HR can provide practical help with 
team briefngs and feedback processes. Managers need to communicate why the merger 
has taken place, what the organisation is trying to achieve and how each person’s role 
contributes to achieving this. Tey need to have a wide range of management styles ap-
propriate to diferent circumstances and may need help in developing their coaching 
ability and fexibility. 

Manage individuals with dignity 

Chief executives, ofen very action-oriented, are keen to get through the difcult business 
of reorganisation and job loss as quickly as possible. Speed is helpful as long as it does not 
compromise dealing with staf fairly and treating them with dignity. Te handling of key 
changes for individuals – such as job changes, appointments and relocations as well as exits – 
sets the tone for how staf view the new organisation. Handling redundancies inappropri-
ately usually results in a morale backlash among ‘survivors’ (Marks and Mirvis 2001). 

Develop and implement actions to retain key employees 

Good people have to stay if the two organisations are to learn from each other’s strengths. 
Line managers need to identify and keep close to key staf at all levels and actively involve 
them in the merger process. If such people are neglected in the early months, they ofen 
jump ship. Some organisations develop retention strategies which involve some sort of 
inducements such as ‘golden handcufs’ to encourage people to stay. Tere appears to be 
some evidence that, even without fnancial incentives and frm guarantees, letting peo-
ple know that they are valued and quickly fnding ways of using their talent in the new 
organisation can be sufcient encouragement for some. 

Keep the top in touch with the bottom 

HR is uniquely placed to build in upward feedback to keep the boardroom in touch 
with what is really going on in an organisation. In the Rofey Park research senior 
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people described being sucked into the detail of the operational issues and the me-
chanics of the merger. It was only with the beneft of hindsight that they realised that 
understanding and managing people’s perceptions and expectations were equally 
vital to promoting a healthy emergent organisation. Te culture of the new organ-
isation begins from day one, not when vision and values statements start to appear 
(Miller 2000). 

Individual transitions need to be handled well and employees should be allowed to 
deal with their bereavement about departing colleagues – and the changing organisa-
tion. Tis does not mean holding formal ‘wakes’ but celebrating the end of one set of 
working practices formally can help people integrate the new. 

Real communication, and for an extended period, may be necessary if employees are 
to feel committed to the new organisation. HR may need to act as the line management 
‘conscience’ on communication once there is a semblance of ‘business as usual’ return-
ing. Tis is where the special skills of trainers can come into their own. Typically, trainers 
have good communication skills and are in touch with the ‘mood’ of employees who are 
attending courses. Trainers who understand the business dynamics and the sensitivities 
involved in creating a new culture can provide a useful steer to line managers who are 
charged with communications in the early days post-merger. 

Help to clarify roles 

Once the shape of the new organisation becomes clearer, people may need help in 
clarifying their roles, knowing where they ft in the organisation’s purpose and how 
to be successful in the new set-up. Tis may require them to learn new skills or adjust 
their working practices. Briefngs for line managers and some training for individ-
uals may be necessary. Typically, in the early days of a merger a number of tem-
porary policies and short-term priorities are identifed. Line managers ofen need a 
basic set of ‘tool kit’ training sessions which are short and focused. Tese can help 
build up managers’ confdence where responsibility, reporting lines and roles are still 
ill-defned. 

David Waters, a senior manager with signifcant experience of managing mergers 
points out: 

• Be aware that there are some things you can plan for, and you should make every 
efort to put plans in place for these. However, some things such as predicting the 
emotional reaction to the news and dealing appropriately with it are easier to plan 
for than to cope with. Tose on the receiving end of other people’s reactions may 
themselves need support, whether this is from other senior managers, members of 
the planning team, external mentors or others. 

• Senior management teams must stay close to the merger during the period of 
transition and not become shut of – that is when energy gets dispersed. 

• While it is important to use appropriate resources and skills during mergers, make 
sure that, as far as possible, internal staf lead the integration efort, rather than re-
lying on external consultants. According to David Waters, ‘the whole thing is about 
confdence, not over-confdence, that you can carry people with you’. 

• When attempting to integrate cultures, start with the people with the right attitude 
to people – high energy, prepared to confront things. 

• Never make promises you cannot keep. 
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CONCLUSION 

In this chapter we have discussed how major organisation design challenges, such as 
mergers and acquisitions, can be tricky territory and are most successful when the 
‘people’ issues are well handled. While HR practitioners do not have to be experts in 
organisation design, they are uniquely placed to help the organisation realise its strategic 
ambitions – by getting their ‘people’ strategies right. HR needs to be represented on plan-
ning and transition teams and use the opportunity to challenge management thinking 
about what – and who – is required in the new organisation. 

If handled well, trust can be built, and successful integrations can act as a spring-
board for further major change which brings signifcant business benefts. As Deal and 
Kennedy (2000) point out, they are an opportunity to develop a new management style 
and culture, as well as to manage and improve costs. Tey are also an ideal opportunity 
to put the right people in the right jobs and reenergise the organisation. Tey provide the 
rationale for putting performance on the map and for measuring the performance of the 
business and the success of the integration process following the merger. And of course, 
in an ideal world, they provide the opportunity to do things diferently, while adding 
value to the business; to deliver excellent service to the client while providing a reward-
ing experience for all employees. Bear in mind that in many organisations sustaining a 
ft-for-purpose design now requires continuous redesign. To achieve all this, a strategic 
HR contribution can be pivotal and the HR practitioner who helps his or her organisa-
tion achieve these benefts can truly be said to have added value. 
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Companies around the world are coming to the realization that the right strategy is crucial 
but not always sufficient. And when great strategies fail, leaders often instinctively know the 
reason. Their next question is, how do we fix our culture?

(Couto et al. 2007)
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In today’s fast-changing environment, if the external demands on an organisation 
are greater than its capacity to respond, its fortunes and those of its stakeholders are 
likely to decline. Tis means that an organisation’s culture should be conducive to 
change rather than being forced to react by circumstance. In practice, many of the 
‘brakes’ on implementing strategy lie in the way the organisation’s culture (or the 
‘way we do things around here’) operates and the lack of ‘buy-in’ to change by em-
ployees. Te forces of inertia and resistance common to many organisations can be 
substantial. It is therefore not surprising that, as Couto et al. suggest, leaders seek to 
change the culture. However, while changing strategy and structure can be difcult 
enough, what is much harder to achieve, and takes longer to happen, is changing the 
organisation’s culture. 

CHAPTER OVERVIEW 

In this chapter, we look at the nature of culture and culture change and consider the role 
HR/OD can play in this. We will explore various aspects of Organisation Development 
theory and look at how an organisation development mindset can enhance HR’s contri-
bution to successful culture change. We shall cover: 

• SHRM and culture change 
• What is meant by culture? 
• Cross-cultural models 
• Is it possible to change culture? 
• Paradigms of change and OD 
• Role of OD/HR in culture change 

LEARNING OBJECTIVES 

• To consider aspects of culture and culture change 
• To explore what an OD mindset might entail 
• To look at how HR/OD can stimulate and embed culture change 

INTRODUCTION: THE CHALLENGE OF CULTURE CHANGE 

It has long been assumed that HR systems infuence organisational cultures. As the stew-
ards and keepers of the culture, HR leaders are responsible for reinforcing desired em-
ployee behaviours and beliefs – and in turn, realising the performance gains of a thriving 
culture. HR therefore has a key role to play in helping build the healthy, change-able or-
ganisational cultures their organisations aspire to have. A change-able culture is charac-
terised by a positive work climate; work practices and employee mindsets that are fexible 
and adaptable to changing needs; employees who are energised, aligned and committed 
to the change and able to play their part in achieving it. 

However, managing the process of culture change can be daunting since culture per-
meates all aspects of the organisation’s system. Obstacles that prevent the system from 
operating in its preferred way need to be identifed and eliminated. New practices and 
processes need to be introduced. Changes can come so thick and fast that in many 
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organisations it may be hard to isolate just one change process that needs to be managed. 
A systemic approach to culture change is needed. 

In addressing culture an Organisation Development (ODV) mindset is required since 
it brings a focus on human dynamics, is systemic and strategic but can also get into the 
practical detail of change. Afer all, ‘OD is about adapting. It is probably something we 
have all seen over the last few years as change has changed itself to be more convulsive, 
rapid and even seismic. We have had to adapt to this and the more successful companies 
who have weathered the more recent storms may well have been OD-oriented companies 
deliberately or unknowingly. Tey may have called it change or agile thinking, but they 
were probably “being” OD practitioners’ (Perry Timms – Te Time Is Now). We shall 
return to the theme of OD later in this chapter. 

WHAT IS MEANT BY ‘CULTURE’? 

Organisational culture is a vast topic that has many strands – defning culture, 
working cross-culturally, developing high performance cultures, changing culture, 
managing integrations of diferent cultures – to name but a few. Culture is variously 
described as: 

…the sum total of all the shared, taken-for-granted assumptions that a group has 
learned in coping with external tasks and dealing with internal relationships. 

Edgar Schein (2004) 

…the set of values of an organization that helps its members understand what the 
organization stands for, how it does things and what it considers important. 

(Ricky W. Grifn, Management, Houghton Mifin Company, Boston 1990) 

…a system of beliefs, values, and assumptions shared among an organization’s 
inhabitants 

(Davis 1984; Sergiovanni and Corbally 1984; Kuh 1991; Denison 1996) 

…a system of shared meaning held by members, distinguishing the organisation 
from other organisations 

(Martins and Martins 2003: 380) 

…patterns of behaviour based on shared values and beliefs within a particular frm 
(Holt 1990) 

…the collective mental programming of the human mind which distinguishes one 
group of people from another 

(Hofstede 1991) 

Culture is a living changing system that embraces our personal and social life as well as 
our work life – the way diferent people think and behave is not accidental. Indeed, Naomi 
Stanford (2010) asks the question, is an organisation a culture or does an organisation 
have a culture? For Gareth Morgan, culture is one of nine organisational metaphors, or 
ways of understanding organisations. So all-pervasive is organisational culture that it 
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is ofen likened to a fshpond where the fsh swimming around never notice the water – 
they take it completely for granted. 

Organisational culture is refected in the way organisational members behave and 
in the beliefs, values and assumptions which they share. Some of these assumptions 
may be so taken for granted that they only become visible when change threatens them. 
Te assumptions may be refected in the formal systems, such as the reward scheme, or 
may be more active in the informal or ‘shadow’ system in which the grapevine, political 
behaviour and networks fourish (Rodgers 2007). 

Typically, culture is most visible in manifestations such as the way employees treat one 
another, how they dress, the size and layout of ofce space, the appearance of the recep-
tion area and how customers are treated. Less visible, but good indicators of culture are 
the organisation’s rituals and routines, the amount and nature of political activity and 
the symbolism of certain aspects of an organisation’s history which afects how people 
feel about the company. 

Prominence of culture theories 

Organisational culture theory came to prominence in the 1980s following a period where 
national culture diferences were much studied. In the turbulent business context of the 
time, no organisation could remain the same for long and survive. Cameron and Quinn 
(2011) argue that the challenge, therefore, was not to determine whether to change but how 
to change to increase organisational efectiveness. As a result theorists’ attention shifed 
away from researching national cultures and focused more on organisational culture. 

Te origin of much research into organisational culture is based, among others, on the 
work of Deal and Kennedy (1982). According to this view, organisational culture is more 
central to organisational success than factors such as structure, strategy or politics. Peter 
Drucker argued was that organisational culture trumps strategy because behavioural 
and attitudinal forces are too strong to change quickly enough to execute strategy. Jefrey 
Pfefer (2005) saw culture as so important because: ‘What remains as a source of compet-
itive advantage, in part because it is difcult to imitate and in part because other sources 
of success have been eroded by competition, is organisational culture and capability, 
embodied in the workforce’. 

Culture became recognised as a powerful means to hold organisations together, and 
provide market diferentiation, ‘against a tidal wave of pressures for disintegration, such 
as decentralization, de-layering, and downsizing. At the same time, traditional mech-
anisms for integration—hierarchies and control systems, among other devices—were 
proving costly and inefective’ (Gofee and Jones 1996). Building the organisation as a 
community that people wanted to belong to featured prominently in many management 
texts. Consequently, from the 1980s onwards, organisational culture became such a com-
mon theme in management literature; it was described by Pascale and others as a ‘fad’. 

Teories of high-performance cultures proliferated. As discussed in the last chap-
ter, popular management writers such as Peters and Waterman (1982) linked strong 
organisational culture and frm success in top Fortune 500 companies. Organisational 
cultures that were not conducive to performance were described as ‘toxic’. Strong culture 
came to be seen as a desirable force that can shape the frm’s overall efectiveness and 
long-term success. Cameron and Quinn (2011: 21) argue that ‘the sustained success of 
these frms has had less to do with market forces than with company values; less to do 
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with competitive positioning than with personal beliefs, and less to do with resource 
advantages than with vision. In fact, it is difcult to name even a single highly successful 
company, one that is a recognized leader in its industry, that does not have a distinctive, 
readily identifable organizational culture’. 

Yet the fortunes of many of the organisational culture role model frms described by 
Peters and Waterman (1982) later declined. What was going on? Cameron and Quinn 
(2011) argue that the demise of some of the Fortune 500 companies undoubtedly resulted 
from slow, laggardly or wrongheaded change eforts. As T. S. Eliot pointed out: ‘Te over-
whelming pressure of mediocrity, sluggish and indomitable as a glacier, will mitigate the 
most violent, and depress the most exalted revolution’. 

Refective activity 

• What do you consider the pros and cons of a strong culture? 
• Which organisations do you consider have a strong culture today? 

Organisations as political systems 

Organisations as political systems can be rife with power struggles, defensive behaviour 
and anxiety and confict, explicit or covert. Behind the formal organisation refected 
in an organisation chart, there lies the informal or ‘shadow system’ in which culture is 
more truly refected than in formal mechanisms such as structures. Tis is where the real 
power lies. Networks, gossiping, politics, actual work standards versus espoused stand-
ards, for example over customer response times; who gets promoted and why; who gets 
car parking spaces, are all powerful political and cultural messages. A classic work by 
Mintzberg and Waters (1985) identifes four political arenas: 

• the complete political arena (characterised by confict that is intensive and pervasive) 
• confrontation (confict that is intensive but contained) 
• the shaky alliance (confict that is moderate and contained) 
• the politicised organisation (confict that is moderate but pervasive) 

Te informal system is ofen enduring and may or may not represent the chaos organisa-
tions ofen dread because it is hard to control. 

Culture as a control mechanism 

All organisations require a certain degree of order and consistency. Every system has a 
drive for coherence and a drive for diferentiation. To achieve this, organisations either 
utilise explicit procedures and formal controls or implicit social controls through the 
culture. For instance, each organisation has behavioural norms for getting things done – 
by identifying principal goals; work methods; how members should interact and address 
each other; and how to conduct personal relationships (Harrison 1993). Each organisa-
tion evolves a unique profle refecting the values and beliefs of the collective member-
ship (Sims 1994). Trough culture – transmitted overtly and covertly – organisational 
members develop a shared mental order, a common understanding that unites them, 
helps them to understand how they ft in, what is valued, appropriate and inappropriate 
(Davis 1984; Sathe 1985; Schein 1992; Whitt 1993; Allen and Cherrey 2000). 
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Refective activity 

• How would a newcomer start to recognise and understand your organisation’s 
culture? 

• Would she/he be likely to describe this as a strong culture? 
• In your organisation, which infuence day to day performance most strongly – the 

formal or the informal aspects of organisation? How do you know? 

How culture is transmitted 

In order to keep the culture alive, the organisation has to ensure that its culture is 
transmitted to organisational members (Martins and Martins 2003). New employees 
are quickly socialised into the culture, a process known as ‘acculturation’, for instance 
through induction and onboarding. Acculturation encompasses the process of being 
made a member of a group, learning the ropes, and being taught how one must commu-
nicate and interact to get things done. Te aim of socialisation is to establish a base of 
attitudes, habits and values that foster cooperation, integrity and communication. For 
new employees this requires adaptive behaviour within the organisation that leads to 
new belief systems. Tis new and adaptive behaviour is instilled through organisational 
values and beliefs associated with rituals, myths and symbols to reinforce the core as-
sumptions of organisational culture (Hofstede 1991). 

Te cultural web (Johnson and Scholes 1993, Figure 15.1) suggests that culture is dy-
namic and changing slightly all the time. As an organisation grows, its culture (para-
digm, or shared system of beliefs about the organisation) is modifed, shaped and refned 
by symbols, stories, heroes, slogans and ceremonies. All frms have their stories. OD can 
seek to infuence how culture emerges, for instance by shifing the nature of stories being 
told. In frms that socialise well the morals of the stories all tend to ‘point north’. For 
example, Proctor and Gamble fres one of their best brand managers for overstating the 
features of a product. Te moral: ethical claims come ahead of making money. 

As Table 15.1 illustrates, simple deliberate changes to diferent cultural elements can 
start to shif a culture towards teamwork. 

Figure 15.1 How culture is transmitted – Te cultural web. 
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Table 15.1 Shifs towards a culture of teamwork 

Language 

Rituals and 
ceremonies 

Stories and 
legends

Shared values • 

Physical Create an open-plan layout 
structures Place posters to remind employees about teamwork 

• Encourage employees to adopt positive language and to greet with a 
smile 

• Senior leaders to role model the approach 
• Organise staf meetings, team building sessions and of-site ‘bonding’ 

activities like adventure or sports 
• Create strong messages with teamwork as emphasis 

Place teamwork at the workplace and its defnition above other values 
• Remind people that other values are important as well. 

You may wish to complete the cultural web analysis tool to assess what aspects of 
culture change may be needed in your organisation. 

Table 15.2 Cultural web analysis 

(a) Stories 
1. What core beliefs do stories refect? 

(b) 

2. How pervasive are these beliefs 
(through levels)? 

3. Do stories relate to: 
4. Strengths or weaknesses? 
5. Successes or failures? 
6. Conformity or mavericks? 
7. Who are the heroes and villain? 
8. What norms do the mavericks 

deviate from? 
(c) Symbols 

1. What language and jargon are used? 
2. How internal or accessible is it? 

(d) 

3. What aspects of strategy are 
highlighted in publicity? 

4. What status symbols are there? 
5. Are there particular symbols which 

denote the organisation? 
(e) Control systems 

1. What is most closely monitored/ 
controlled? 

(f) 

2. Is emphasis on reward or 
punishment? 

3. Are controls related to history or 
current strategies? 

4. Are there many/few controls? 

Routines and rituals 
1. Which routines are emphasised? 
2. Which would look odd if  
changed? 
3. What behaviour do routines encourage? 
4. What are the key rituals? 
5. What core beliefs do they refect? 
6. What do training programmes emphasise? 
7. How easy are rituals/routines to change? 

Organisational structure 
1. How mechanistic/organic are the structures? 

2. How fat/hierarchical are the structures? 
3. How formal/informal are the structures? 
4. Do structures encourage collaboration or 

competition? 
5. What type of power structures do they 

support?
Power structures 
1. What are the core beliefs of the  

leadership? 
2. How strongly held are these beliefs (idealists 

or pragmatists?) 
3. How is power distributed in the 

organisation? 
4. Where are the main blockages to change? 
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Culture models 

Schein argues that before any attempt is made to change organisational culture, it is 
imperative to carry out a culture diagnosis to understand the existing culture and how it 
is sustained. Tere are many models to understand culture. Some suggest that organisa-
tional culture exists at diferent levels (Whitt 1993; Schein 2016a). 

Figure 15.2 Cultural levels. 

Standard elements of culture (as per this depiction afer Edgar Schein) include: 

Level 1- Artefacts 

Te ways in which system presents itself, both to itself and to the outside world (e.g. 
traditions, rituals, myths, stories, ceremonies, customs, language, physical and social 
environment). Tink branding, colour schemes and logos. Artefacts are easy to spot and 
they give the mood and feel of a place. Te question is; why do these things happen? 

Level 2- Espoused values 

Te ofcial ways in which a system explains the reasons why things are done in a certain 
way. Values, beliefs, policy. Ask ‘why’? and these are the answers you’ll get. 

Level 3- Shared tacit assumptions (e.g. thoughts, unconscious perceptions) 

Tese are the hidden beliefs behind what’s going on that a system might not even be 
aware of itself. Tese hidden beliefs give the ambience, the undertone to everything. 

And this is where OD/change makers really need to look. Tese shared tacit assump-
tions infuence absolutely everything that happens, but they’re not easy to uncover. If you 
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don’t understand these assumptions, then any change imposed is unlikely to succeed. 
Changes need to be made at all levels for lasting shifs to occur. 

Defning organisational culture types 

Every organisation is diferent and has its own unique culture based on a complex com-
bination of people’s shared attitudes, beliefs, assumptions and behaviours. Tere can 
also be many sub-cultures in any organisation of size. Tese may refect factors such 
as the nature of the work people do, age, gender, national culture, shared habits such 
as smoking. For instance, marketing teams may have a diferent sub-culture from that 
of engineering teams though they are likely to have at least some elements in common 
deriving from the overall company culture. Trompenaars argues that the culture of a 
company includes the models and standards that infuence how employees act, and the 
organisation’s cultural setting is afected by the corporate culture that a company adopts 
(Trompenaars & Hampden-Turner 2003:158). Indeed, company culture can sometimes 
be so strong it transcends national culture diferences. So, IKEA stores throughout the 
world for example adopt the same Swedish work practices. 

A variety of models can be used to determine the overall nature of an organisation’s 
culture, ofen depicted as a series of culture types. Tese types suggest the diferent kinds 
of interactions that are present between employees and their organisation. Examples 
include the Harrison/Stokes role, power, support and achievement culture types, the 
Denison Organisational Culture Model, Charles Handy’s ‘Gods of Management’, Gofee 
and Jones Sociability vs Solidarity, OCI (constructive, aggressive/defensive/passive/ 
defensive), Trompenaars (paternalistic, bureaucratic, egalitarian, unstructured), Hof-
stede (power distance, individualism-collectivism, uncertainty avoidance, masculine-
feminine, long-term orientation). 

In the Harrison and Stokes model, each culture type has its characteristics, strengths, 
dark sides and limitations. Tese authors argue that strengthening and balancing a cul-
ture can mitigate its negative aspects. While this model is critiqued as simplistic, at least 
a cultural assessment should lead to a better-informed conversation about how to make 
the culture function more productively. 

One of the best-known models for assessing culture - the Cameron and Quinn 
Competing Values framework – suggests that every organisation combines a mix of 
four diferent types of organisational culture that compete with one another under one 
leading cultural style. Te four parameters of the framework include internal focus and 
integration vs external focus and diferentiation, and stability and control vs fexibility 
and discretion (as shown in Figure 15.3 below). 

Based on these parameters, the framework breaks organisational cultures into four 
distinct quadrants or cultural types: Te Clan Culture, the Adhocracy Culture, the 
Market Culture, and the Hierarchy Culture. Elements of diferent culture types can 
co-exist to serve diferent organisational purposes. 

Here is a broad summary of the four types and their specifc qualities: 
Te Clan Culture: Tis culture is rooted in collaboration. Members share common-

alities and see themselves as part of one big family who are active and involved. Leader-
ship takes the form of mentorship, and the organisation is bound by commitments and 
traditions. Te main values are rooted in teamwork, communication and consensus. 
Te John Lewis Partnership is a prominent clan culture where the culture is focused 
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Figure 15.3 Competing values framework. 

on building respectful relationships with employees, customers, suppliers and the en-
vironment itself. 

Te Adhocracy Culture: Tis culture is based on energy and creativity. Employees are 
encouraged to take risks, and leaders are seen as innovators or entrepreneurs. Te organ-
isation is held together by experimentation, with an emphasis on individual ingenuity 
and freedom. Te core values are based on change and agility. 

Te Market Culture: Tis culture is built upon the dynamics of competition and 
achieving concrete results. Te focus is goal-oriented, with leaders who are tough and de-
manding. Te organisation is united by a common goal to succeed and beat all rivals. Te 
main value drivers are market share and proftability. General Electric under ex-CEO 
Jack Welch was a good example of this culture. Welch vowed that every G.E. business 
unit must rank frst or second in its respective market or face being sold of. 

Te Hierarchy Culture: Tis culture is founded on structure and control. Te work 
environment is formal, with strict institutional procedures in place for guidance. Lead-
ership is based on organised coordination and monitoring, with a culture emphasising 
efciency and predictability. Te values include consistency and uniformity. Tink of 
stereotypical large, bureaucratic organisations such as McDonald’s or the emergency 
services. 

Quinn and Cameron developed the Organizational Culture Assessment Instrument 
(OCAI), a validated survey method based on their framework. Leaders and OD/HR can 
use surveys such as the OCAI to gain insights into the dominant culture of their organ-
isation, and to assess the gaps between their current culture and the preferred culture, 
for instance to make empirical comparisons of an organisational culture before and afer 
any major change initiative, reorganisation or merger. 

Te OCAI research suggests that it is rare for companies to share equal traits from all 
four cultural types, with no single dominant type. However, it is likely that departments 
within an organisation may exhibit subdominant traits, such as the accounting depart-
ment having a mainly Hierarchy/Control culture, while the development team is shaped 
by more of an Adhocracy/Creativity culture. 
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Quinn and Cameron discovered that fexible organisations are more successful than 
rigid ones because the best organisations are able to manage the competition between 
cultures while activating each of the four value sets when needed. 

Tink of your organisation: 

• Is there an overall culture? How would you describe it? 
• Are there diferent cultures within the diferent functions/business units? To what 

extent do these diferences create tensions? 
• Tinking of your department/business unit/group’s culture, e.g. its management 

style, the way team members behave on a day to day basis, how similar or diferent 
is it from the actual overall organisational culture? How close, or how far is it from 
the ‘ideal’ culture? Why is this? 

Defning ideal culture 

Many ‘top-down’ culture change eforts are driven by the need to better align culture 
with strategy. Culture can be a source of sustainable advantage if it enables, for example, 
improved: 

• Organisational performance 
• Organisational agility 
• Employee well-being 
• Community/client relationships 

Te desired culture is ofen described in terms of an ideal set of practices such as 
high-performance work systems (HPWS). Such systems recognise committed employees 
as valued partners of the business who make it possible to create and maintain com-
petitive advantage. HPWS attempt to create a work environment that allows employees 
greater involvement and responsibility. Employees have good access to information, are 
well trained, feel more secure in their roles and are well rewarded. 

Characteristics of such systems include: 

• Appropriate management and leadership 
• Flexibility built in 
• A fair employee value proposition 
• Empowerment, involvement and accountability 

What does your organisation’s ‘ideal’ or ‘desired’ culture look like? It may be defned 
in terms of the desired working practices or according to the values and characteristics 
required to deliver the strategy – such as innovation and risk-taking; attention to detail; 
outcome orientation; people orientation; team orientation; competitiveness and stability 
(Robbins and Judge 2010). 

Comparisons with cultural stereotypes can help identify desired cultural elements. 
Chitkara, P. and Davidson (2013) compare ‘analogue’ with ‘digital’ organisational cul-
tures. With respect to customers and demands, analogue cultures are driven primarily 
by policies whereas digital cultures respond to changing economic and citizen needs. 
Digital cultures have rapid decision-making, a results-focus and empowered employees 
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with an orientation towards innovation, improvement and overcoming constraints. Peo-
ple work in mixed teams in cross-functional and integrated communities. Tere is strong 
collaboration, a focus on rapid launch and learn and a culture that encourages, measures 
and rewards innovation. 

Many businesses describe their desired cultures in broad terms; others are more 
specifc, with culture defned in more micro-terms that describe the characteristics and 
behaviours that express core organisational values. For example, the Sony Corporation 
aims to be a very customer-centric organisation and believes its corporate culture is a 
way to retain customers in the electronics, gaming, entertainment and fnancial ser-
vices markets. Te frm believes its culture is manifest through employee behaviour 
that is: 

• Reliable – increases customer satisfaction by ensuring that employees are capable 
of addressing customers’ needs and inquiries about the company’s product 

• Credible – its staf have the skills and knowledge required to satisfy customers, so 
training to improve standards and development to reinforce the corporate culture 
is a strong feature 

• Cordial – where the culture facilitates warm and friendly relations between em-
ployees and customers, leading to high customer satisfaction 

Diferent business strategies may require, or themselves be the product of, diferent 
cultures. In companies with a strategy that requires a culture of opportunity, you 
may see an emphasis on preparing for the future – so staf will be ready for next po-
sition; there will be a broad view of professional development and plenty of support 
for it. For a culture of professionalism, you might see empowerment, signifcant au-
tonomy and responsibility, respect for choice and work-life balance. For a culture of 
engagement, you might see an emphasis on mutual ft and support. Tere might be 
an emotionally warm, friendly atmosphere, high involvement and a sense of ‘We’ll 
take care of you’. 

More generally, given the fast-changing business environment, as living human sys-
tems organisations need to be able to learn from continuous waves of change so that 
change becomes seen as a natural and inevitable part of organisational life and not an 
isolated and threatening incident. Tey need continually to develop new capabilities and 
improve upon those that already exist. For organisations on the path towards agility, 
the culture must be conducive to the development or enhancement of the organisation’s 
change/learning capabilities. Not only does the organisation need a change capability 
to orchestrate the transition from traditional to agile, it will also need to have an estab-
lished ability to re-purpose resources, assets, people, budgets, systems and processes to 
approach the norm of change as usual (Cummings and Worley 2014). So the culture as a 
whole must become change-able. 

CROSS-CULTURAL MODELS 

National cultures difer in many ways and these diferences will be refected in varying 
preferences, values and  work behaviours. Navigating cultural diferences requires cul-
tural intelligence, i.e. knowledge, mindfulness and adaptive behaviour (Henson 2002; 
Francesco and Gold 2005). 
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Table 15.3 National cultural dimensions 

Communication Verbal and non-verbal 
Concepts of time 
Group dependence 
Hierarchy/authority 
Openness to diversity 
Physical space 
Relationships 
Status attainment 

Adherence to schedule 
Importance of group over the individual 
Perception of rank in relationship to others 
Gender, race, religion, language, country of origin 
Space and privacy needed for personal comfort 
Importance for business interactions 
Perceived level of ‘success’ 

Tolerance of change Perception of control over one’s destiny 

Cultural value dimensions compared 

Various authors have distinguished between national cultures on the basis of how their 
values difer. Edward Hall (1966) explored how diferent national cultures viewed the 
concept of time – linear assumptions of time, i.e. yesterday, today, tomorrow are se-
quential vs circular – (i.e. the past and the future are present today). Hofstede’s (1991) 
cultural dimensions theory, updated by Hofstede and Minkov (2010), is a framework 
for cross-cultural communication. It describes the efects of a society’s culture on 
the values of its members, and how these values relate to behaviour such as time-
keeping and decision-making. National diferences along these six dimensions can be 
compared: 

• power distance index 
• individualism vs collectivism 
• masculinity vs femininity 
• uncertainty avoidance index 
• long-term versus short-term orientation 
• indulgence/restraint 

For instance, in cultures with high power distance (such as France) organisations are 
likely to have autocratic management and a strong hierarchy, whereas those with small 
power distance (such as the United Kingdom) are likely to operate with greater equality. 
If managers whose preference is for low power distance fnd themselves working in high 
power distance, notions of ‘empowerment’ for instance may be difcult to implement. 

Trompenaar’s dimensions (based on data collected from over 46,000 managers from 
more than 40 nationalities) are: 

• Universalism vs Particularism (truth and goodness apply to every situation/ 
circumstance and relationships matter a lot) 

• Individualism vs Collectivism 
• Neutral vs Emotional 
• Specifc vs Difuse 
• Success = Ascription vs Achievement 
• Passage of time 
• Relationship to the environment 



   

 

 

 
 

 

 

 

 

  

 

 
 

 

 

BRINGING ABOUT CULTURE CHANGE • 395 

Trompenaar’s dimensions also include: 

• Performance orientation: Te degree to which a collective encourages and rewards 
group members for improvement 

• Future orientation: Te extent to which individuals engage in future oriented be-
haviours such as planning and investing for the future, e.g. the Swiss preference is 
risk averse and planful; Russia is at the opposite end of this dimension 

• Gender egalitarianism: Te degree to which a collective minimises gender inequality 
• Assertiveness: Te degree to which individuals are assertive, confrontational and 

aggressive in their relationships – can do attitude 
• Humane orientation: Te degree to which collective encourages and rewards in-

dividuals for being fair and caring, e.g. Egypt & Malaysia are high; France and 
Germany are low 

• Power distance: Te degree to which members of a collective expect power to be 
distributed equally 

• Uncertainty avoidance: Te extent to which a society relies on social norms, rules 
and procedures to alleviate unpredictable future events 

Another leading study of cross-cultural values applied to leadership and management is 
the GLOBE project. Te GLOBE six Leadership dimensions are: 

• Charismatic/Value-based: Refects the ability to inspire, motivate and to expect 
high performance outcomes from others on the basis of frmly held core beliefs. 
Highest score=Anglo cluster (6.05), lowest = Middle East (5.35/7) 

• Team-orientated: Emphasises team building and implementation of a common goal 
among team members. Highest = Latin America (5.96); lowest = Middle East (5.47) 

• Participative: Refects the degree to which managers involve others in making 
and implementing decisions. Highest = Germanic Europe cluster (5.86); lowest = 
Middle East (4.97) 

• Humane orientated: Refects supportive leadership but includes compassion and 
generosity. Highest = South Asia (5.38); Lowest = Nordic Eu (4.42) 

• Autonomous: Independent and individualistic leadership. Highest = Eastern Eu 
(4.20); Lowest = Latin America (3.51) 

• Self-Protective: Ensuring the safety and security of the individual. Highest = 
Southern Asia (3.83); lowest = Nordic EU (2.72) 

Tese diferent dimensions, and where national cultures stereotypically sit along them, 
tend to play out when people of diferent national culture backgrounds work together. 
People may have diferent attitudes for instance towards time-keeping, where and how 
decisions get made, what ‘success’ looks like, what the purpose of meetings is. Te notion 
of ‘face’ may be defned diferently and be very much to the fore in some cultures and not 
in others. Tese diferences are not ‘right’ or ‘wrong’ but they may jar with the practices 
and national culture of the company or parent organisation. 

Cultural contingencies in decision-making 

Cultures also difer with respect to attitudes to decision-making (Adler 2008). When a 
problem is recognised, some cultures prefer problem-solving and changing the situation, 
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while others prefer to accept the situation as it is. Searching for information is inter-
preted diferently – from this being about gathering ‘facts’ to being about gathering ideas 
and possibilities. Some cultures prefer decision making to be delegated and decisions are 
made quickly while other cultures prefer team decision-making, with decisions made 
slowly. With regard to implementation, some cultures see this as the responsibility of one 
person, managed from the top and a slow process while others see this as the responsi-
bility of the team, involves participation of all levels and a fast process. Current business 
preoccupations that involve the pursuit of innovation, experimentation and organisa-
tional agility will be easier to implement in some cultures than in others. For a practical 
look at how national diferences can play out in various cross-cultural organisational 
contexts, check out Mind your manners: managing business cultures in the new global 
Europe (3rd Revised Edn, 2011) by John Mole, Nicholas Brealey International. 

Ethical dilemmas 

Tese diferences in cultural values are also likely to give rise to ethical dilemmas, 
situations where there is more than one right answer. Tese can be complex to reconcile 
when companies do business across borders. For example in some countries it is respectful 
for businesspeople to exchange gifs (such as traditionally in Japan), while in other coun-
tries generous gifs are considered bribery. Indeed, managers in some countries may have 
a higher tolerance for bribery than those in other parts of the world. Very low wages may 
be considered unethical in wealthy developed countries. So Western companies manufac-
turing their product in factories in some developing countries where pay is typically very 
low are increasingly being censored in the court of public opinion. But developing coun-
tries may accept those wages if they encourage investment and improve living standards. 
Such diferences can make it difcult for managers to know how to behave. 

Hampden-Turner and Trompenaars (1993) highlight the dilemmas that can arise when 
people from diferent national cultures work together across geographical or other bound-
aries. Tese become very prominent for instance in merger situations, or working in global 
teams, or when there is a new manager from a diferent cultural background. OD can help 
managers develop cultural intelligence – become more aware, look for the whole and sur-
face the underlying values. In the example above, they can help managers fnd a balanced 
approach – neither sticking rigidly to what’s done at home nor condoning bribery – by: 

• Honouring human values that suggest what is fair and right. 
• Respecting human dignity by valuing employees, providing safe and humane 

working conditions 
• Respecting basic rights – to health, education and equal opportunities in the work-

place; paying a living wage 
• Good citizenship – protecting the environment; when possible, sharing a portion 

of the company’s gains with others 

HR/OD and cultural dilemmas 

Hampden-Turner and Trompenaars also explored dilemma theory and looked at 
processes for reconciling (not resolving) these dilemmas. 
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When confronted by an ethical dilemma: 

• Describe the ethical dilemma you are facing. 
• List the actions you’re considering in order to reconcile this dilemma, and any 

concerns you have about each possible choice. 
• Are any core human values being violated (such as respect for human dignity, 

respect for basic civil rights and good citizenship)? If so, list your specifc con-
cerns. Are there any local traditions or customs that are important to respect in 
this situation? – if so, write them down. 

• Document your thoughts about how ethical your company’s or your current 
practices are if you take into account the context of the situation. 

• List some ideas for resolving the dilemma. As you draw up your list, aim for creative 
solutions that beneft everyone involved. 

DEFINING ORGANISATION DEVELOPMENT (ODV) 

Working with culture is the heartland of organisation development. It is particularly 
when attempting to shif any aspect of culture that HR requires an understanding of the 
principles of organisational development. 

ODV is variously defned as: 

• A systematic application of behavioural science principles and practices to under-
stand how people and organisations function and how to get them to function bet-
ter within a clear value base (Cheung-Judge and Holbeche 2021) 

• A system-wide process of data collection, diagnosis, action planning, intervention, 
and evaluation aimed at (1) enhancing congruence among organisational structure, 
process, strategy, people, and culture; (2) developing new and creative organisational 
solutions; and (3) developing the organisation’s self- renewing capacity. It occurs 
through the collaboration of organisational members working with a change agent 
using behavioural science theory, research and technology (Beer and Huse 1980) 

• About helping each other to release the human spirit and human capability in the 
workplace (French and Bell 1978) 

• All the activities engaged in by managers, employees and helpers that are directed 
toward building and maintaining the health of the organisation as a total system. 
Schein (1978) argues that OD should not be associated with what consultants and 
helpers do. A healthy organisation can develop itself; its managers are the primary 
practitioners of OD. 

• A process (and its associated technology) directed at organisational improvement 
(Margulies 1972). 

All change begins with a disturbance of the status quo. Cultural issues ofen present 
themselves as operational problems to be solved or fxed – such as poor productivity – or 
the pursuit of opportunities for growth, such as how to innovate more. Typical objectives 
of OD activity might include: 

• to increase the level of inter-personal trust among employees 
• to increase employees’ level of satisfaction and commitment/engagement 
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• to confront problems instead of neglecting them 
• to efectively manage confict 
• to increase cooperation and collaboration among employees 
• to increase organisational problem-solving 
• to put in place processes that will help improve the ongoing operation of an or-

gansation on a continuous basis 
• to unite people around a common purpose 

Tese are all indicative of a need for cultural renewal to improve organisational health 
and may require First or Second Order Change (Bartunek 1987). Indeed, Cameron and 
Quinn (2011) argue that, against a fast-changing backdrop, the frightening uncertainty 
that traditionally accompanied major organisational change has been superseded by the 
frightening uncertainty now associated with staying the same. 

IS IT POSSIBLE TO CHANGE CULTURE? 

Can you change culture, or does it just emerge? Tis is a subject of great debate among 
theorists. On the one hand, some theorists argue that changing culture is a doomed 
exercise: ‘Many managers have found from bitter experience that attempts to manage 
culture can result in frustration and confusion’ (Baron and Walters 1994). ‘Not only are 
attempts to script culture change doomed to failure, the attempt to manage culture tends 
to be seen as unethical, a threat to individual liberty’ (Barratt 1992). ‘By changing their 
cultures without changing their reward system, companies run the risk of sending their 
employees terribly mixed signals’ (Hawk 1995). 

On the other hand, O’Reilly (1989) believes that it is possible to change or manage 
organisational culture by choosing the attitudes and behaviours that are required, iden-
tifying the norms that promote or impede them, and then taking action to create the 
desired efect. Change appears possible if leaders lead the change: ‘Such change is com-
plex, takes time, and requires leadership, which is something quite diferent from even 
excellent management. Tat leadership must be guided by a realistic vision of what kinds 
of cultures enhance performance’ (Kotter 1995). 

Arnold (2005: 579) states that ‘culture can be seen as something that can be managed 
or changed when the existing culture is inappropriate or even detrimental to the organi-
sation’s competitive needs’. In other words, there must be a ‘burning platform’. Similarly, 
Martins and Martins (2003: 395) argue that organisational culture change can only take 
place when most or all of the following conditions exist: 

• Turnover in leadership. New top leadership which can provide an alternative set of 
key values may be perceived as more capable of responding to the crisis. 

• Young and small organisation. Te younger the organisation, the less entrenched 
its culture will be and it is easier for management to communicate its new values 
when the organisation is small. 

• Weak culture. Te more widely held a culture is, and the more members agree 
with its values, the more difcult it will be to change; thus, weak cultures are more 
amenable to change than strong ones. 

• A dramatic crisis. Tis is the shock that undermines the status quo and calls into 
question the relevance of the current culture. 

With respect to dramatic crisis, many organisations have found that aspects of their cul-
ture have either helped or hindered their ability to thrive during the pandemic. Te UK’s 
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NHS Confederation, for instance, representing diferent component elements of the national 
health service, refected on the amazing practice demonstrated by staf in all parts of the in-
stitution during the pandemic. Te Confederation concluded that, ‘we need to hold on to this 
diferent way of doing things and strip away the unnecessary bureaucracy, reporting and reg-
ulation that for too long has stifed the service. We need everyone to embrace a culture that 
empowers local leaders and clinicians to lead, giving them the ability to make good decisions 
for the communities and partnerships they serve’. Te challenge now will be to build on these 
breakthroughs before new more efective practice gets washed away by ongoing demands. 

Schein (2016) argues that because deliberate culture change is difcult to achieve, it 
should be attempted only when certain conditions are present: 

• Good reasons for changing the culture 
• Strongly shared principles and values 
• Capability to align organisational elements 
• Obvious leadership commitment 
• Recognising what degree of change is possible 
• Accepting that planned culture change takes time 

If any of these conditions is missing, achieving lasting culture change will be harder. 
Harrison (1993: 21) suggests that, although it is possible to change organisational cul-

ture, changing the fundamental cultural orientation of an organisation has the following 
drawbacks: 

• It is difcult to achieve, requiring deep changes in values and management style 
and in organisation systems, structures and rewards systems. 

• It takes a long time, three to fve years or much more. 
• It creates turmoil and stress within the organisation. 

Te efort usually results in the organisation sufering a decrement in performance 
at frst, which ofen causes the leadership to abandon the efort before it bears fruit. 
Terefore, organisations should undertake conscious culture change only because it is 
necessary to do so. Harrison also counsels that, given the difculty of producing culture 
change, it is important to focus more on building to the strengths of the culture, using 
these to balance out less-efective cultural elements and only changing those few things 
that are real impediments to success. Denison (1996) argues that organisational climate 
(i.e. the local work unit atmosphere or ‘mood’) can more easily be changed than culture. 
For Schein (2017) too, ‘A climate can be locally created by what leaders do, what circum-
stances apply, and what environments aford. A culture can evolve only out of mutual 
experience and shared learning’. 

American theorist Richard Pascale (2001: 29) questions the ethics of cultural pro-
grammes such as induction, or culture change. ‘Most high performing organisations 
have an awesome internal consistency which powerfully shapes behavior. ‘Creating a 
strong culture’ is a nice way of saying that an organisation’s members have to be more 
comprehensively socialised. Trendy campaigns ‘to become a strong culture’ encounter 
resistance when an organisation’s members are asked to give up their idiosyncrasies and 
some of their individuality for the common good. Te end result is usually the status quo. 

(Conversely) Te absence of cultural rules makes organisational life capricious. 
When social roles are unclear, no one is speaking the same language; communication, 
and trust break down. In efect, the power to implement change and execute efectively 
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relies heavily on one’s social currency, something a person accumulates over time. 
Strong culture frms empower employees helping them build this social currency by 
providing continuity and clarity. Organisations which do not facilitate this process 
incur a cost. 

Te crux of the dilemma is this: We are intellectually and culturally opposed to the 
manipulation of individuals for organisational purposes. At the same time, a certain 
degree of social uniformity enables organisations to work better. Te less we rely on in-
formal social controls, the more we must inevitably turn to formal fnancial controls and 
bureaucratic procedures’. 

• Where do you stand on this dilemma highlighted by Pascale? 

Critical success factor for culture change: values and purpose 

Since culture is changing all the time anyway, the question is perhaps not whether you 
want culture to change but whether you want to manage it. How can HR/OD play into 
that? Posner et al. (1985) were among the frst to recognise the importance of shared val-
ues in creating a unifed culture. According to Devine (2005), ‘Perhaps the most impor-
tant task is to build an organisation with a set of values and an identity that is sufciently 
compelling for talented people to buy into’. 

Why should values and organisational purpose be so important in culture change? 
Pascale et al. (2001) argue that values serve as the primary safeguard against our great 
fear that corporations are fundamentally amoral and that their members, once social-
ised, will pursue inappropriate goals. Identifcation with common values and the frm’s 
transcendent purpose resolves a key paradox since it enables employees to reconcile 
personal sacrifces ‘necessitated by their membership in the organisation’. Placing one-
self ‘at the mercy’ of an organisation imposes real costs. Tere are long hours of work, 
missed weekends, bosses one has to endure, criticism that seems unfair, job assign-
ments and rotations that are inconvenient or undesirable. Te countervailing force 
for commitment under these circumstances is the organisation’s set of transcendent 
values which connect its purpose with signifcant higher-order human values – such 
as serving mankind, providing a frst-class product for society, or developing people. 
Tis is the foundation of trust between organisation and individual. However, attempts 
to change culture top-down, for instance through formulating new values, ofen lead 
to situations where what is practised is at odds with what is espoused, leading to loss of 
trust. (Trice and Beyer 1993; Schuh and Miller 2006; Khandelwal and Mohendra 2010). 

Most frms that have avoided the pitfalls of strong cultures consciously minimise the 
downside of socialisation by cultivating not just any obsessions but those that serve to 
continually draw attention away from internal matters to the world outside. Te four 
most common ‘obsessions’ are (1) quality, (2) competition, (3) customer service and (4) 
productivity. Each demands an external focus and serves as a built-in way of maintain-
ing vigilance. Positive examples are McDonald’s obsessive concern for quality control, 
Toyota’s for productivity and Morgan Stanley’s with competition. 

• How clear and uplifing are your organisation’s purpose and values? To what extent 
do your organisation’s mission and vision statements inspire people’s commitment? 
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ROLE OF OD/HR IN STIMULATING CULTURE CHANGE 

For leaders and HR/OD consultants aiming to stimulate cultural change the task is to: 

• Align culture, process/systems, values and organisational arrangements to create 
an environment that people will thrive in 

• Link changes in the culture with organisational goals and efectiveness 
• Build robust and efective leadership and management practices 
• Provide a range of communication vehicles through which employees can become 

involved in decision-making 
• Work to ensure that people-oriented values drive practice and help individuals, 

groups and the organisation to thrive. 

Culture change is usually a highly emotional experience and the likely frst reaction from 
employees will be resistance. To instil trust between employees and management, honest 
and open communication between all members during this process is crucial. Clearly 
leadership development, clear communications about vision and purpose, ensuring peo-
ple have the chance to be involved in change, revising HR practices such as reward are 
just part of the culture change HR ‘kit-bag’. As one UK local government HR director put 
it, ‘HR/OD is part of our strategic business. We help to articulate and deliver the vision. 
What does OD do? We are the change agents. We should be open to change ourselves. 
We held workshops to get people’s ideas. Tey all had to be assimilated so that HR knew 
the emotional side of change. Tere is an HR/OD presence on all departmental teams. 
What is the added ingredient of OD? It’s vision, articulation and being a change agent. 
Te mechanisms of internal communications and employee engagement are used to de-
velop the organisation. We help to focus outcomes. OD for us means hearts and minds 
and values’. 

An OD consultant faces many paradoxes in managing culture change – for instance 
the challenge of communicating the complexity of the change situation but in a clear 
enough way as to create meaning; between following a detailed top-down plan and re-
sponding opportunistically to unforeseen circumstances and emergent opportunities. 
Schein ofers the following advice with regard to HR/OD’s role: 

• Don’t over-simplify culture. It’s far more than ‘how we do things around here’. 
• Focus on a problem and how culture is infuencing it instead of trying to change 

culture directly. 
• Culture is always helping and hindering problem solving. It’s important to under-

stand both. 
• Be very specifc about behaviour, how it’s impacting your problem and the future 

state of the behaviour you want to see. 
• Culture change may evolve from a small but efective change in behaviour. 
• Tink about culture systematically. 

Schein (2016b) argues that helping leaders to gain insights into how to address cultural 
issues requires ‘humble’ consulting. If it is successful, and people like it, and it becomes a 
norm, then you can say it has become a culture change. 
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Making culture change happen: two paradigms of change and OD 

Choosing culture change methods is ofen presented as polarities between diferent 
paradigms: traditional OD and expert change management and more emergent OD ap-
proaches. Tese refect the development of the feld of OD over time. 

Traditional expert change management 

Te heritage of the formula-led ‘engineering of organisations’ approach, in which cul-
tural change is approached programmatically, derives from rational bureaucratic frame-
works where the machine metaphor is dominant – and by deduction human beings are 
passive. Brown (1998: 189–192) for instance presents managing organisational culture 
change as a series of steps: 

1. Analyse the existing culture – establishing a norm gap 
2. Experience the desired culture – systems, introduction and involvement 
3. Modify the existing culture – making change happen; getting from where we are to 

where we want to be 
4. Sustain the desired culture – ongoing monitoring and evaluation of the degree of 

success of our change journey toward renewal 

Table 15.4 Programmatic vs dialogic OD approaches 

Programmatic, diagnostic, pre- Dialogic, emergent, co-created; the ‘social 
planned; the ‘clinical system’ or mobilisation’ or ‘living system’ metaphor of 
‘mechanical’ metaphor of improvement improvement 

• Linear thinking 
• Top-down 
• Change driven 
• ‘Closing gaps’ 
• Task-centric 
• Initiatives, toolkits 
• Advocacy 
• Tell, sell, achieve ‘buy-in’, roll-outs 
• Dealing with ‘resistance’ 
• Deliverables 
• Project organisation, detailed 

plans, milestones, etc. 
• Controlling, audits and data 
• Learning from experience 
• Consultant as expert 

• Systemic thinking 
• Can start anywhere 
• Transition driven 
• ‘Unleashing potential’ 
• People-centric 
• ‘I can only create the conditions for change to 

emerge’ 
• Inquiry 
• Self-organised, co-create, embody the new 
• Diferent energies emerge in the system 
• Inspired action, prototypes 
• Networks, communities, big picture, 

story-telling 
• Change in mindsets and behaviour 
• Learning from the emerging picture 
• Consultant as facilitator and refection partner 

Sources: Michael Roehrig, 2012 and others. 



   

 

 

 
 

  
  

 

  

BRINGING ABOUT CULTURE CHANGE • 403 

Dialogic approaches 

More recent OD theory and practice has moved beyond conventional diagnostic and 
planned change approaches towards a view of organisations as dialogic networks and re-
ality as socially constructed (Bushe and Marshak 2014: 86). Te human dynamics focus 
recognises that human diversity exists in any social system. In contrast to linear, planned 
change approaches, emergent change is continuous and iterative, more transformational. 
Rather than change starting at the top, change can start anywhere and spread out. If di-
versity is surfaced during change, multiple gains are possible, so common ground needs 
to be sought and engagement is critical to sustain change momentum. 

Indeed, from a complexity perspective, Stacey (2015) and Shaw (2002) argue that 
organisational reality is enacted through conversation. Shaw suggests that organisa-
tions are created, sustained and changed through complex, interconnected conversa-
tional network-based processes. Shaw argues that the role of what has been traditionally 
termed ‘the change agent’, is to enter into and, with awareness, what John Heron and 
Peter Reason (2006) call ‘critical subjectivity’ and to fully participate in these conversa-
tional networks. Tis is with a view to both showing how patterns of meaning-making 
are perpetually being constructed through the normal everyday conversational activities 
within organisations and also enabling alternative forms of conversational sense-making 
to emerge. Terefore, if diferent conversations can be facilitated, diferent realities can 
be enacted. 

Bushe and Marshak (2015) identify three elements in an emergent change process: 

1. A disruption in the ongoing social construction of reality is stimulated or engaged 
in a way that leads to a more complex organisation. 

2. A change to one or more core narratives takes place. 
3. A generative image is introduced or surfaces that provides new and compelling 

alternatives for thinking and acting. 

Newer OD methods include strengths-based approaches such as Appreciative Inquiry 
(Cooperrider and Whitney 2005) and large-group interventions such as Real-Time Stra-
tegic Change (Jacobs 1997) through which such disruption can take place. Tese draw 
on social constructionist theories as ways of engaging more people through dialogue and 
conversation in the changes facing their organisations. 

Dynamic OD 

Varney (2019) draws on complexity theory in her formulation of ‘Dynamic OD’. Tis in-
volves actively involving multiple perspectives to gain insight into the dynamic complexity 
of organisational life. Tis focus on multiple, diverse voices has much in common with 
Dialogic OD. However, while Dialogic OD works to reveal multiple realities, Dynamic 
OD is concerned with learning from the multiple perspectives embedded in a complex 
reality. Its tools and approaches include dynamic patterning social movements, viral 
change and informal coalitions (Varney 2015). It’s about helping people become aware of 
the need for change and generating a social movement. Axelrod (2010) argues that people 
need their voices to be heard in change and he too proposes that OD methods should be 
used to widen the circle of involvement, connect people to each other, create communi-
ties for action and promote fairness. 
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Varney advocates her ‘C’ methodology that is about HR/OD supporting people to 
increase Cross-functional interaction, become a much more Connected workforce, de-
sign processes to enable them to engage in regular Co-construction and Co-creation, 
help the system to surface Collective intelligence and make Cross-boundary work the 
norm. HR/OD should support L&D colleagues to reshape the learning process to make 
Collaborative learning a requirement rather than an exception, making growth strategy 
an occasion for Co-venturing, and using Co-Creativity as a tool for innovation. 

So, having to choose between planned and emergent methods may be a false dichotomy. 
While the diagnostic, planned approaches can raise awareness of the need for change, 
to create cultural shifs and more sustainable implementation it is better to focus on the 
human dynamics of emergent change. 

Refective activity 

• In your experience of culture change, which approaches have you found most efec-
tive to inspire, model, nurture and embed culture change? 

Te role of leaders 

Whichever approach is adopted, senior leaders play a critical role in culture change. Ac-
cording to Bushe and Marshak (2016), ‘OD thrives when it works with leaders who want 
to create great organisations and are willing to lead an emergent process that engages 
stakeholders in proposing and acting on solutions to adaptive challenges. To be success-
ful, leaders must be just as interested in improving the organisation’s adaptive capacity 
as they are in any specifc change. Tis, however, violates a widely held but problematic 
belief – that leaders must have a ‘vision’. We need a new narrative of leadership that ac-
knowledges the courage required of leaders who say, ‘I don’t know the answer, but I know 
what the problem is, and I will engage those who will have to solve the problem in an 
adaptive, emergent process of change’. 

Leaders have many cultural tools at their disposal. Tey can stimulate change and 
embed the new cultural norms through primary and secondary embedding mechanisms 
(Schein 2016a). Primary mechanisms include what leaders pay attention to, measure 
and control; how they react to critical incidents and organisational crises; criteria for 
allocation of rewards and status, recruitment, selection and onboarding, promotion and 
excommunication. Leaders also control the secondary mechanisms – organisation de-
sign, structure, systems, procedures, design of physical space. Tey are at the hub of 
stories, legends and myths as well as formal statements of organisational philosophy. 

Leaders need to use these mechanisms judiciously to move towards the desired 
culture, using themselves as instruments to role model those behaviours. If the ‘walk’ 
and the ‘talk’ do not align, people will not follow. How leaders engage in dialogue with 
stakeholders, especially the workforce, will send a clear signal about whether leaders’ 
preference is to maintain the status quo or whether they really want a positive change, 
are open to possibilities, welcome people’s ideas and do not claim to have all the answers. 

Te UK’s Co-Op, a long-standing trusted brand that has been in business since the 1840s 
nearly failed when a crisis erupted following losses in its banking operation which exposed 
fundamental governance and leadership issues across the business. While HR was initially 
involved in frefghting in the afermath of the crisis, the team then turned its attention 
to rebuilding the organisation, exemplifed by the mission ‘rescue, rebuild, renew’. HR set 
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about restoring employee pride, reconnecting staf to the original mission of an ethical 
business that returns profts to individual members and fxing a broken leadership model. 

Te frm brought together 5,600 leaders in ‘Being a Co-op leader’ discussions to 
consider a new community-led business proposition. Tis planted the idea of a more 
consensual form of leadership and collective responsibility. HR then launched a 
programme ‘Back to being Co-op’. More than 54,000 staf members came together in 
events across the country. Tese events, fronted by senior leaders, used actors to explore 
the company’s rich history and to surface the behaviours and values that would serve the 
organisation in the future. Tis opportunity to work together with people from across 
the organisation to share common goals was a revelation for all concerned and empha-
sised the value of working collaboratively. 

Since these events, employee engagement scores have risen to 80% and business results 
have improved signifcantly. HR plans to build on these successes by ofering a potential 
MBA in co-operative businesses to help develop the next generation of ethical leaders. As 
the HR Director points out, ‘We have stimulated colleagues to feel proud again, but we’re 
just at the beginning. We need to sustain it’ (People Management, June 2017). 

Planning for emergence 

Efective change leaders tolerate uncertainty, welcome upheaval and energise organisa-
tions to gain active involvement rather than passive buy-in. Tey can build powerful 
human networks connecting people, ideas and processes in collaborative engagement. 
Tey can amplify the natural cultural change process by planning for emergence: 

• Instituting strategic dialogue, actively informing employees about the business 
• Ensuring strategic alignment (agreement among leadership team members regard-

ing key strategies) 
• Actively working to create alignment of behaviour and core values 
• Focusing on the future, as much as the present 
• Reminding employees what the vision is and how it links to their current activities 
• Signposting the future: establishing a strategic agenda and guiding questions 
• Creating a frame and spirit of enquiry 
• Giving permission and encouragement to explore 
• Setting up cross—functional task forces 
• Encouraging participation in industry groups so that people are aware of trends 
• Encouraging small scale initiatives and experimentation 
• Rewarding risk-taking, even if it means tolerating some failures 
• Requiring ‘bottom-up’ involvement in decisions, including customers 
• Investing in development and capability-building 
• Promoting from within 
• Amplifying what works 
• Engaging diferent energies in the system 
• Adapting structures and processes to support the new, building the organisation 

around teams, not individuals 
• Creating forums for learning that are visible and useful 
• Identifying lessons learned to support ongoing change 
• Creating own positive stories by publicly appreciating and valuing successes; 

rewarding and promoting people who build organisational capability 
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Change leaders can promote rapid iteration as the change network tests ideas and learns 
from experience. Tey can maintain efective and fexible communications with stake-
holders to resolve any conficts between change networks and the hierarchy. Moreover, 
culture change need not be a formal program but can be stimulated by encouraging pro-
vocateurs and mavericks, developing supportive infrastructure, changing the context to 
change the habits, shaping group norms through new incentives, relaxing or removing 
‘old’ rules and controls, ensuring leaders and managers demonstrate relevant cultural at-
tributes and encourage employees to care intensely about executing strategic objectives. 
Tis can help lif the barriers that are holding back innovation. 

Embedding cultural shifs 

As stated earlier, Stokes and Harrison (1992) argue that since culture change is difcult 
to achieve it is better to think in terms of ‘strengthening’ what works and ‘balancing’ 
out what does not work rather than ‘changing’ organisational culture, which tends to 
provoke defensiveness. A balancing approach allows a culture’s benefts to be preserved 
while adding countervailing elements. It’s about bringing consistency and strengthening 
what works while everything around that can change. Te focus should be on the change 
process, not just the desired change outcomes. In particular, attention should be paid 
to the emotional and covert aspects of change (Marshak 2006). All conscious eforts to 
change culture should celebrate what is good about the past and present but reinforce the 
new ways of working. Culture change can reinforced/sustained through: 

• Reward 
• Policies 
• Symbols 
• Feedback 
• Communication 
• Education and development 
• Recruitment and induction/acculturation 

Shifing behaviours should be reinforced by formal messaging. For instance, to stimulate 
learning practice and create and sustain an openness to change, there should clear and 
consistent messages from the top about the big issues; people should be encouraged to 
read broadly and explore new ideas together. Embedding change involves carrying this 
logic throughout the system. A knowledge management process should be created that 
connects networks. Managers should be trained in the new management approaches. 
Performance management systems should be revised to reinforce learning and collabo-
ration with real accountability. Financial rewards and career incentives should reinforce 
innovation and continuous improvement (McCann et al. 2009). 

During the pandemic, many management teams became acutely aware of the impor-
tance of employee well-being, as many people sufered a worsening of their mental health. 
Te challenge is how to maintain this focus on well-being beyond the pandemic so that 
it becomes core to the culture and part of the management agenda, not bundled into the 
People Plan, so that leaders talk about it, check, respond and resource keeping people well. 
One company used various vehicles for managers to hear the voices of people, to fnd out 
how they were feeling. Ten a high-engagement ideation session exploring people’s ideas 



   

 

 

 

 
 
 
 
 

 

 

 

BRINGING ABOUT CULTURE CHANGE • 407 

about going back to work led to a range of suggestions which were incorporated into what 
was described as a ‘weird social experiment’ that is owned by management. Te success-
ful delivery of this experiment is being refected in the changing the accountabilities of 
managers. 

Case: building a customer-focused culture in Ford Retail UK 

Ford Retail comprises a collection of car dealerships which, when the group frst came 
together, had strong local identities but little in common with others. Te CEO had plans 
to use Ford Retail’s size and geographical coverage to break new ground. At the same 
time the group had a strategy for improvement, which put building a customer focused 
culture centre-stage. Tere was desire to do things diferently, but people did not know 
how. A strongly led HR strategy was developed to bring the company together, with 
leadership development helping create a cultural transformation to focus on customer 
service rather than simply using traditional car sales tactics. 

Te HR director started by taking the group’s board members of-site for two days to 
think about leadership – the values of the organisation they wanted to create and the be-
haviours that were acceptable. Twenty-fve top managers in key roles below the board then 
took these and refned them into 30 leadership behaviours, which were in turn cascaded 
down to all 300 Ford Retail managers in a two-day programme. In each case, the managers 
and directors attending these of-site events frst took part in a 360 degrees assessment. 
Tis was intended to give them some understanding of their own management styles, 
something that had not happened before in Ford Retail. Management styles in car in-
dustry are traditionally directive and for some this process appeared threatening initially. 
However, the process helped people see for the frst time a blueprint for change, a vision. 

Further work on leadership followed, including coaching training for all managers, 
and a programme aimed at developing greater accountability, by challenging any behav-
iour that did not meet expectations. A joint programme with managers from the John 
Lewis Partnership involved managers from the two frms learning from each other and 
acting as mentors to each other. 

Alongside the leadership work, a cultural shif got underway to give greater focus on 
the customer. A strategy called ‘Moments of Truth’ (MoT) used the Sears’ employee-
customer proft chain to instil the idea that if the company treats its people well, they 
will get things right for the customer more ofen. Every employee attended a workshop, 
preceded by a half-day briefng. 45% of the workforce took up the additional opportunity 
of working toward an occupational qualifcation in customer service. 

Te HR team used good HR management information to track key performance in-
dicators and improved benchmarking by setting up a forum for HR practitioners in the 
car industry which meets to share information and experience. All these initiatives have 
led to signifcantly improved employee engagement, together with reduced staf turnover 
and a strong customer-centric culture has developed with the frm winning multiple 
awards for customer service (Syedain 2012). 

Refective activity 

• If you were in the HR director’s shoes, what would be your next focus to ensure the 
culture shif was fully embedded? 
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CONCLUSION 

Organisational culture is increasingly acknowledged as a key component of strategic ef-
fectiveness. We have discussed how getting to grips with culture can be difcult. Schein 
defned culture as an entity which is nearly impossible to measure, study or change. 
Organisational culture is not completely ‘homogeneous’ but is quite specifc to a given 
organisation. Moreover no organisation adopts a single type of culture; complex organi-
sations might have multiple sub-cultures that overlap and disagree with each other (Wil-
liams et al. 1993: 23). Handy illustrated the fact that employees who are successful in an 
organisation with a particular culture, may not be so in another. 

Changing the organisation’s culture can be an emotional process for employees and 
trust between employees and management is crucial to implementing the change success-
fully. Te culture change process should be communicated to employees openly and they 
should become involved and must be kept up to date with the progress. Te important 
role senior management plays in the management of organisational culture change can-
not be overstated. Managers must lead by example and should accept that some resistance 
to change is a normal part of the change process and manage it accordingly. To embed 
culture change, reward systems in particular should be revised to encourage behaviour 
that is in line with the desired culture and penalise behaviour that which is not. Changing 
the culture of an organisation is a complex process and will not happen overnight but is 
necessary to ensure a thriving future for the organisation in a volatile context. 

In the next chapter, we shall look at both organisation design and development in the 
context of organisational agility. 

Refective activity: addressing common culture challenges 

How would you address the following two scenarios that are common challenges facing 
HR/OD teams? 

A. How might OD/HR help create a culture of alignment and engagement? 
B. How might HR/OD help create a culture of innovation, entrepreneurship and re-

source fuidity? 

Suggestions: 

A. How might OD/HR help create a culture of alignment and engagement? 
• Build a better alignment between strategy and culture by developing clear pur-

pose, strategy and priorities and mapping these against both current and de-
sired cultures 

• Coach leaders on how to communicate consistently and personally with the 
workforce 

• Engage the whole organisation in strategic thinking and planning 
• Build a more high-performing cross-organisational interface (based upon pur-

suit of excellence) 
• Deliberately build a richly diverse culture by seeking, hiring and developing 

employees from personally and professionally diverse backgrounds 
• Sharpen the clarity around performance and accountability (team and 

individual) 
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• Consistently check culture metrics such as employee engagement, customer 
outlines and performance indicators. In this way, HR leaders can make sure 
the culture strategy stays on track 

• Ensure opportunity for voice, equity and co-creation as well as growth and 
learning 

• Focus on both the customer and the staf experience; use feedback from both 
to target improvement 

• Support line managers in building worthwhile tasks and jobs and the skills to 
coach their teams 

• Develop leaders who can energise, motivate and deliver the values 
• Adjust reward systems to refect customer focus and the new strategic direction 

B. How might HR/OD help create a culture of innovation, entrepreneurship and 
resource fuidity? 

A company culture must always look to the future. Tis means embracing inno-
vation. Employees at all levels need to feel the freedom to posit ideas for considera-
tion. And those ideas need to be thoroughly discussed and evaluated. 
• Foster entrepreneurship and innovation through bounded (strategically 

aligned) autonomy at department/business unit/team level 
• Look at ways to encourage collaboration between teams of employees. Tis 

reinforces the idea that everyone is part of a much larger team 
• Encourage transparency; that way everyone knows the important information 

and can take ownership of what’s happening. Employees who are proud to work 
for their employers ultimately take more ownership in the company’s destiny. 
Tey will be more engaged and will pour more energy into ensuring success 
than the average employee. 

• Help to develop and embed a sense of a ‘one organisation’ (joined up) approach 
to problems and opportunities 

• Infuence the top team to develop behaviours and processes that can shif 
resources quickly to new strategic priorities (an antidote to silos) and that also 
lead quickly to stopping things that are not working 

• Infuence and develop an approach and process that can simultaneously focus 
upon cost reduction, process and service improvement and revenue enhancement 

• Identify the blocks to innovation and entrepreneurship and obtain top team 
commitment to act upon these 

• Provide freedom to fail by protecting groups that are experimenting to fnd a 
way to the future 

• Ensure employees receive regular feedback on performance and recognition 
• Align reward systems to ensure individual, team and organisational perfor-

mance are rewarded. 
• Develop line managers to support and coach their teams. 
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Designing sustainably agile and
resilient organisations 

In its scale, scope and complexity the transformation of the Fourth Industrial Revolution 
will be unlike anything humankind has experienced before. 

Klaus Schwab, founder of the World Economic Forum (2016) 
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So powerful are the various forces for change in the business environment, in particular 
instability and technological advances, that for business leaders the main challenge is to 
manage at the rapid speed of business the context dictates. Executives are struggling to de-
sign frms that can drive performance efciently in the short term and be fexible enough 
to sustain performance over the long term. Traditional organisation design concepts and 
approaches appear out of date. Te ‘new normal’ requires organisations to develop their 
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adaptive capability – or agility – if they are to survive and thrive. An agile organisation is 
one that can intelligently and proactively seize opportunities and react to threats and make 
timely, efective, sustainable changes that generate competitive advantage and give them 
leverage in their marketplace or ecosystem (Holbeche 2018). To create an agile organisa-
tional culture that enables agility, mindsets and routines may need to shif. 

CHAPTER OVERVIEW 

In this chapter we shall bring together concepts of organisation design and development 
that we have discussed in the last two chapters and apply them in the context of organ-
isational agility. We shall explore some of the challenges of scaling up agility, especially 
in traditional organisations, and the typical cultural, behavioural and ‘mindset’ shifs 
required for agility. We shall consider an adaptive approach to organisation design and 
development that may ofer a way forward for organisations wishing to become more 
agile. We shall cover: 

• A new era: challenging paradigms 
• Resilience 
• Scaling up agility 
• Developing agile leadership 
• Agile approaches to change 

LEARNING OBJECTIVES 

• Explore how organisational agility and resilience can be designed and developed 
• Consider how HR/OD can help overcome some of the barriers to organisational 

agility and resilience 

INTRODUCTION: THE NEED FOR AGILITY 

Organisations across a broad spectrum must respond to a constant array of change 
mandates - new business strategy development and deployment, merger and acquisition 
integration, work re-design, community organising and more. Organisational change is 
becoming broad-based, system-wide, fast-paced and with unpredictable outcomes be-
cause of constant turbulence. To remain successful organisations must be able to change 
in a way that creates a new alignment when the environment changes. As Professor Ed 
Lawler III (2014) puts it, superior performance is only possible when there is a high degree 
of ft between the requirements of the environment and the capabilities of the frm. In 
today’s increasingly turbulent environments, this ft is temporary at best. 

Not surprisingly, many leaders aspire for their organisation to become agile – able to 
adapt what they do, the strategy they pursue, the structures they put in place, how they 
work and the tools they use, the products they sell, the channels they use – just to keep 
abreast of the way the marketplace is developing. Adaptability implies ability to change; 
however, as is still commonly reported, around 70% of organisational change initiatives 
are thought to fail, perhaps because conventional change management tends to work in 
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a linear, planned way, as we discussed in the last few chapters, and many organisations 
have not yet learned how to change at whole system level. 

Various studies suggest that organisations typically struggle to become more agile 
(Economist Intelligence Unit 2009; CIPD 2014). Scaling up for agility remains difcult, 
not least because the quest for agility calls into question organisational paradigms of var-
ious kinds – strategy, change management, the nature of leadership and organisational 
design. Poor change implementation and inappropriate operating models can be major 
barriers to agility. However, some of the main factors inhibiting organisational agility 
are cultural, and the behaviour of senior leaders in particular has a strong infuence on 
how agile their organisations can become. 

Talking of organisational agility … 

Words such as ‘agile’, ‘adaptive’ and ‘fexible’ are used almost interchangeably to describe 
the aspired-for organisational agility. Agile was originally an approach devised by sof-
ware development teams to help them systematically achieve both disciplined execution 
and continuous innovation, something that was previously difcult to accomplish in 
twentieth-century hierarchical bureaucracy (Denning 2013). Since the Agile Manifesto 
of 2001, the concept of ‘agility’ has become a management breakthrough, systematised 
into a set of management practices and values that involve a radically diferent kind of 
management with a diferent goal (delighting the customer), a diferent role for managers 
(enabling self-organising teams), a diferent way of coordinating work (dynamic linking), 
diferent values (customer-centricity, experimentation, innovation, continuous improve-
ment) and diferent communications (radical transparency and lateral conversations). 

Widening the concept further, an agile organisation is both adaptive and proactive – 
it can intelligently and proactively seize opportunities and react to threats and make 
timely, efective, sustainable changes that generate competitive advantage and give them 
some leverage in the marketplace or in their ecosystem (Holbeche 2018). Tis goes beyond 
simply having an agile IT or R&D department – a whole system capability is required if 
organisations are to rapidly adapt, interact efectively with the client environment and 
thrive in such a fast-changing context. 

McKinsey (De Smet et al. 2015) defnes six building blocks for creating a high-
performing agile digital enterprise as follows: 

• Strategy and innovation – focus on future value and drive, fuelled by experimentation 
• Te customer decision journey – deep analysis and ethnographic research to 

understand how and why customers make decisions 
• Process automation – reinvented processes and customer journeys through 

automation and process innovation 
• Organisation – agile, fexible and collaborative processes and capabilities that 

follow strategy 
• Technology – two-speed IT that enables rapid development of customer-facing 

programs while evolving core systems designed for stability and high-quality data 
management more slowly 

• Data and analytics – usable and relevant customer analytics tied to goals and 
strategies 
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Since agility is strategic, operational, behavioural and dynamic, to create an agile 
organisation, a single fx is not enough. If we attempt to change behaviours within the 
human system simply by adopting Agile tools and techniques, but without the underly-
ing philosophy and principles of Agile, we are doomed to disappointment. Change works 
then only at superfcial level – the underlying ‘informal’ human system may continue to 
operate much as before. So companies need systemic change capability and a humanistic 
perspective to design to develop an organisation that is continuously adaptive, able to 
change its ways of working in order to deliver optimum value to customers and to do so 
at a moment’s notice. 

A NEW ERA – CHALLENGING PARADIGMS 

Te quest for organisational agility signifcantly challenges accepted paradigms of what 
it means to be, and to run, an organisation. 

Notions of strategy 

In a seemingly stable, linear world, companies believed they could predict what might 
happen in the environment based on previous trends, develop a strategy, mobilise 
resources and cost-efectively deliver what the market wanted. In her book Te End of 
Competitive Advantage, Rita Gunther McGrath (2012) argues that today no frm can 
maintain competitive advantage; instead, a frm must embrace customer-based inno-
vation and look to develop multiple value propositions (or ‘transient advantages’) that 
continuously evolve with changing customer needs. Leaders must simultaneously seek 
opportunities for growth at the edge and redesign their ofers while also ensuring they 
are not squandering value within the core. Tis requires strategic ambidexterity (O’Reilly 
and Tushman 2004) to both exploit existing value propositions and explore new oppor-
tunities. Tis also means balancing dynamism with the need for the stability that comes 
from hierarchies. For Unilever this balance is achieved by putting the customer at the 
heart of strategy. 

Customer centricity and organisational agility 

Agility also challenges assumptions about in whose name value is created. ‘Te digital 
revolution has given birth to an interconnected world that binds customers, employees, 
managers, and systems together in a network of unprecedented complexity and oppor-
tunity. Making sense of those connections and building value requires a new interdisci-
plinary model of work that is redefning how companies succeed today’. 

Indeed, for agility, the challenge is to re-think the goal of the entire organisation in 
terms of adding value to customers faster and generating the innovations required to 
meet changing customer needs and achieve customer loyalty. ‘Te shif necessitates a 
fundamental change in our prevailing theory of the frm... Te current theory holds that 
the singular goal of the corporation should be shareholder value maximization. Instead, 
companies should place customers at the center of the frm and focus on delighting them, 
while earning an acceptable return for shareholders’ (Martin 2011). 

Customer-centricity begins with the belief that there is only one customer: the person 
who buys or uses your organisation’s services or products. However, the ‘one-customer’ 
message can be controversial and confronting in top-down ‘internal-customer’ cultures 
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that reinforce structural divides, creating an unhelpful dynamic which distracts at-
tention from the cross-business alignment required for collaboration in service of the 
end-customer needs, drawing workers into inward-facing roles. As Galbraith (2005, 
p. 6) notes, ‘Te product–centric mind-set is an entrenched one and does not relinquish 
dominance easily’. 

Customer-centricity requires at least an enabling form of bureaucracy since it focuses 
the whole organisation ‘outside-in’ on meeting the needs of the users or purchasers of its 
products or services. Galbraith (2005) describes this as a fundamental paradigm shif – 
away from the bias of the organisation and its agents to operate on the side of the seller 
(i.e. itself) in any transaction, and towards operating on the side of the buyer. At the core 
of customer-centricity are four key principles: 

• deep insight into the customer experience 
• a focus on building relationships with customers to improve this experience and 

enhance loyalty (and thus retention) 
• the gathering, interpretation and active use of customer data 
• organisational agility to respond to insights from data and embed change. 

Technology is a critical enabler of these principles, and itself acts as a stimulus for change. 
Agile organisations are obsessed with the purpose of providing customer value through 
knowledge and innovation; they are prepared to put in signifcant efort to establish ex-
actly what their customers want, and then put those things frst. Tis puts organisational 
culture and people – their talents, values and behaviours, ability to continuously deliver 
customer value – at the centre of a value creation system (Rebours and Pauly 2016). 

To deliver customer value businesses must be organised in new ways. Agile organ-
isations are dynamically networked – to enable them to proactively gather knowledge 
and use expertise as fast and as well as possible to produce customer value. Agile busi-
nesses are ruthlessly decisive – and must be prepared to dispose of parts of organisation 
that do not contribute to the goal of providing optimum value. Tey embrace experi-
mentation and generate new learning, ofen co-creating new products with customers. 
Tis approach to organising people and work embeds many HR and OD best practices – 
including self-management, transparency, direct and frank communication, individual 
change agency, and team-based decision-making – and places these qualities frmly in 
service of better outcomes for the end-user, for business and for employee engagement. 

During the pandemic customer-centricity was a major feature of successful business 
responses, according to McKinsey (Callaghan et al. 2021). Consumer companies adopted 
a common set of agile practices – such as focusing intently on understanding their cus-
tomers’ shifing and evolving needs and providing positive customer experiences during 
and afer points of sale. Top teams focused on a handful of clear objectives tied to en-
terprise strategy according to what drives the most value to consumers. Working teams 
came up with key initiatives to accomplish these objectives. To enable faster decision 
making, many teams deployed daily (ofen virtual) ‘stand-up’ meetings with clear goals 
to enable rapid issue resolution. Consumer companies also made headway in adopting 
more agile mindsets and behaviours. Many leaders adopted a mindset in which they 
strived to serve their employees, instead of the other way around; they focused on setting 
the vision for the organisation while also empowering and enabling teams to succeed. As 
they look toward the new normal, companies should look for ways to make these benefts 
last and build on them. 
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Te empowered employee 

Te customer experience is defned by what marketeers call ‘moments of truth’: those 
interactions where customer loyalty is earned or trust is lost, moments which are defned 
by the customer and are judged by an emotional, rather than rational response. Tis 
places an emphasis on the skills of frontline employees to deliver the experience custom-
ers want. Some organisations attempt to control the service environment through closely 
defned roles, with employees following prescribed scripts and protocols. However this 
does not usually deliver the fexibility and authenticity customers have come to expect, 
ofen results in delays and obstacles to problem-solving when the customer agent has to 
act beyond their authority and is also demotivating for employees. When the manage-
rial culture tends to overcontrol, or protocols require multiple authority levels, or where 
there is an overarching backdrop narrative which talks about risk over trust – then indi-
vidual employee belief in empowerment is undermined. 

Recognising this, many organisations now look for ways to ‘empower’ staf, particu-
larly those in customer-facing roles. Te implicit working assumption is that empower-
ment means sharing knowledge, skills and decision-making authority with employees so 
that they can beneft customers by solving service problems without having to escalate 
to senior decision makers and using their own best judgment to exceed customer expec-
tations. On the one hand, empowerment is an employee mindset or perception which 
combines three core factors (Peccei and Rosenthal 2001, p. 839): 

• A motivating belief in the intrinsic value and importance of the organisation’s 
customer-service ethos 

• A sense of competence in their role and ability to deal with problems 
• A feeling of autonomy to exercise control and take self-determined decisions 

On the other hand, empowerment is possible when organisations ensure that people have 
the skills, information and authority they need to make their own decisions. Examples 
of initiatives to encourage employee autonomy and support frontline empowerment are 
plentiful, for example giving contact centre employees budgetary freedom to ofer dis-
counts or surprise customers with loyalty gifs, or to ofer compensation. 

Need for a systemic approach 

Creating the conditions for an empowered mindset requires a systemic approach 
towards a more enabling form of bureaucracy, combining a number of HR practices 
such as individual training and development to communicate the what and why of 
customer-centric values, and related positive behaviours and practices. Te cultural shif 
to Agile means embracing not just a range of methodologies and work practices but also 
the values that were described in the Agile Manifesto. In an agile organisational culture, 
experimentation is considered the norm and integrated learning is valued. Tis enables 
people to see and solve key problems real-time in adaptive and coherent ways, through 
incorporating lean and agile principles, within a systemic framework. Tus empower-
ment, continuous improvement, radical transparency, knowledge-sharing and diferent 
communications (horizontal conversations) become key cultural features of agility and 
customer-centricity. 

Redesign of structures, jobs and processes (see ING’s example below) may be necessary 
to allow for the use of discretion and decision-making, and to minimise the handofs or 
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escalations required. Leadership development should teach the importance of modelling 
customer-centric values in action, the practice of trusting, non-directive management, 
and coaching to build and embed competence. Goal-setting, reward and recognition 
initiatives need to reinforce and incentivise pro-customer practices, and communicate 
values. 

Given this context, it can be useful to move towards empowerment one step at a 
time – again using a test-and-learn approach. One company provided mobile phones to 
frontline contact centre employees, way beneath the job grade normally allowed, so they 
could call customers directly to take feedback and improve service problems. Against the 
resistance of other staf and managers who saw this as a risk, the HR leader positioned 
this as an experiment, established trackable success measures, and engaged resistant 
leaders in steering the project. Sure enough the metrics proved a positive impact on cus-
tomers and business outcomes, and there were unexpected improvements in employee 
engagement (Moody 2017). 

Dynamic capabilities 

Fast-changing markets require the ability to reconfgure the frm’s asset structure and 
accomplish the necessary internal and external transformation. For agility, the key 
capability is change-ability. To keep pace with, or outpace, their environment, adaptive 
organisations require dynamic capabilities, or ‘…the ability to sense and seize new oppor-
tunities, and to reconfgure and protect knowledge assets to achieve sustained competitive 
advantage’ (Teece 2009). Te capability to change depends on the ability to scan the envi-
ronment, evaluate markets, and quickly accomplish reconfguration and transformation 
ahead of the competition. 

Tis means that a frm must ‘sense’ the external opportunity, collect and flter avail-
able information, build a ‘paradigm’ of industry/market evolution and then internally 
seize the opportunity. So the frm must recognise the need for change and reorganise 
if necessary to achieve new combinations. Organisations and their employees need the 
capability to learn quickly and to build strategic assets. For Worley and Lawler (2010) 

Agility is a dynamic organization design capability that can sense the need for change 
from both internal and external sources, carry out those changes routinely, and sus-
tain above-average performance. Te fnal characteristic – sustained above-average 
performance – is the sine qua non of agility. 

To develop dynamic capabilities certain routines must be practised: 

• Anticipating – rigorous review of changing customer needs and industry forces, 
and an evaluation of likely scenarios 

• Sensing – looking for trends and monitoring the environment to sense changes, 
especially anomalies in customer behaviour, competitor moves, supply chain shifs; 
then rapidly communicating these perceptions to decision makers who formulate 
responses 

• Responding – experimenting and testing new products or services respond to 
market shifs faster than competitors do 

• Adapting – building capacity to implement changes, reworking and testing some 
business processes and structures to ft the new environment 
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Leaders in particular need to be able to anticipate, sense what’s going on, analyse trends 
and strategise to synchronise three systems: the market, the organisation and the hu-
man (Heifetz et al. 2009). According to Snowden and Boone’s Cynefn framework (2007), 
when faced with a normal or complicated environment, leaders must frst sense, analyse, 
categorise and then respond. But when the world moves to complex and chaotic environ-
ments, companies must instead frst probe or act, then analyse and adjust. Leaders must 
help their organisations become more comfortable looking out at an uncertain horizon 
and learning how to sense and act in real time. Tey must encourage testing, prototyping 
and then enable the organisation to implement in a way that helps it move faster than the 
system in which it operates. Tis also means that: 

• Everyone needs to be externally aware and ‘savvy’ – willing to voice views and 
possible solutions and allowed to act on such knowledge 

• Products and services need to be innovated continuously – to meet the demands of 
the marketplace and customers 

• Costs must be kept low on all fronts – tapping into the goodwill of local staf to 
implement cost cutting initiatives while also innovating 

• Organisations need to be fexible and adaptable – in structures, roles and 
responsibilities 

• Key staf need to be able and willing to continuously develop themselves – fexible 
sourcing and multi-skilling 

• Organisations should aim for high engagement with staf – to tap into the discre-
tionary efort of all their knowledge workers 

• Organisational culture needs to be highly adaptable, agile, organic, with everyone, 
regardless of rank, acting like they are the owner of the business with commitment 
to invest and contribute to its success 

However, as we have previously discussed, shifing from one way of operating to another 
is not easy. Many companies set up incubators or centres of excellence during the early 
stages of a digital transformation to cultivate capabilities. To be successful, however, these 
capabilities need to be integrated into the main business. Tis is where HR/OD must play 
a leading role because agility stalls when the human aspects of change are neglected or 
misunderstood; when the real motivation for change is cost-cutting rather than innova-
tion; when the practices of Agile are introduced without the underlying philosophy and 
principles, such as empowerment, experimentation and iteration. Tis is compounded 
when there is an unbalanced employment relationship in which the employee takes all 
the risk. When such factors are in play, the informal or ‘shadow’ system will usually seek 
to actively undermine new approaches. While emphasising agility-building interven-
tions such as systems thinking or creative problem-solving workshops at an individual 
or team level may be helpful, if eforts to build agility across the organisation are weak, 
then individual and team-level eforts ultimately may fail. 

RESILIENCE 

Agile methodologies and values alone are no panacea. While agility implies speed and 
fexibility of response, not all external context variables can be foreseen or easily re-
sponded to, nor are they within the full control of organisations. Te corollary to agility 
from an organisational point of view is resilience, which is the capacity for anticipating 
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and responding, when faced with fast/and or disruptive change that cannot be avoided. 
Tis is the ability to bounce back from difculty, absorb, learn and even re-invent if 
required. Resilience at organisational level is about those factors that render an organi-
sation robust – anticipation, shared purpose, involvement, renewal, learning, leveraging 
knowledge, networks, employee engagement and well-being, the appropriate balance of 
risk-taking and risk management and the ability to cope with ambiguity. People want to 
share their ideas because their work is meaningful, and they feel valued. Without resil-
ience and the learning cushion it provides, organisations’ adaptive capacity can become 
overburdened and agility risks becoming ‘fragility’. So, both agility and resilience need 
to be developed in tandem. 

Resiliently agile organisations have a learning mindset in the mainstream business 
and underlying customer-centric, lean and agile processes and routines that drive in-
novation. Te organisation usually sets the boundaries within which ideas are needed. 
In such a culture employee voice is valued; there is respect for everybody’s contribution 
and intelligence is regarded as a collective asset. Tere are mechanisms whereby people 
can feed in their ideas and learning from mistakes is encouraged. Afer all, if you are ex-
perimenting, and trying to implement fast, you are bound to make some mistakes. Agile 
frms regard innovative initiatives as learning opportunities where people can learn fast 
and adapt without fear of blame or punishment (McGrath and Gourlay 2013). Tis is 
what Edmondson (2008) referred to as ‘execution as learning’, for instance, when people 
learn from redesigning work processes and feel psychologically ‘safe’ to do so. 

To reinforce psychological safety and deliberately create a solution-focused culture 
of innovation one organisation encourages staf to ‘fail fast’ and ‘fx it quick’. At Google 
ofces a wall sign reads ‘Fail Well’, reinforcing the importance of learning and experi-
mentation; ‘failure’ is reframed as ‘just not there yet’. Google encourages managers to 
cultivate their own growth mindset by helping them understand how skills, characteris-
tics and abilities are not pre-set but can be developed. 

Resiliently agile organisations are paradoxical. Tey require a degree of stability – 
provided for instance by shared routines, processes and standards – for change to occur. 
Tese paradoxes are evident in tensions between bureaucratic requirements and agility; 
between collaboration and control; between economic and social pressures. From a com-
plexity perspective, competing value sets can co-exist. It is possible (and desirable) to 
have simple and complex things simultaneously, such as repeated patterns which provide 
familiarity versus ideas from the edge which result in innovation. 

Reconciling paradox requires dialogue and leaders who embrace ambidexterity. 
Pisano (2019) points out that leaders can encourage empowerment and accountability by 
publicly holding themselves accountable, even when that creates personal risks. Shared 
purpose provides the ‘glue’ which holds the organisation together as it changes (Springett 
2005) and a holding structure for such conversations to take place. So, it’s important that 
people feel they have a stake in the organisation, that they align to the purpose of the 
organisation; that they genuinely fnd their work meaningful and want to deliver. Tus, 
a resiliently agile organisational culture is change-able and facilitates change within the 
context the situation the organisation faces. 

AGILITY AND ORGANISATION DESIGN 

Organisational agility is now fltering into mainstream organisation design, challeng-
ing every accepted design paradigm. Attempting to scale up agility in a conventional 
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bureaucratic organisation has implications for all aspects of Galbraith’s Star model™ – 
including culture, structures, processes and related people attitudes and behaviours that 
allow for the delivery of its products and services. Since for agility an organisation’s de-
sign must be adaptive, traditional command and control structures and processes no 
longer mobilise people fexibly enough. 

As we have discussed, organisation design is about far more than structures. 
Galbraith’s STAR™ model highlights the dynamic design system interlinkages between 
the organisation’s environment, strategy, structure, processes, technology and its people 
that in turn produce the culture, behaviour and performance required. So a resiliently 
agile organisation has a change-able culture and structure and an outside-in orientation 
that maximises customer value. Tis requires a reinvention of management roles, prac-
tices, values and communications (Denning 2013). It also requires a strong employment 
relationship so that people are willing and able to give of their best in a sustainable way 
and they feel that both they, and the organisation, win through their eforts. 

Te need to scale up 

Digital start-ups are able to work at the pace required from the outset; they have a 
fexible culture and mindset; there is empowerment and distributed accountability, 
access to relevant technology, greater connectivity and democratisation of information 
that results in high productivity. Digital organisations work with other organisational 
partners in their ecosystems. However, truly agile businesses, beyond their start-up 
phase, are the exception rather than the rule. Tere is a growing consensus amongst 
major consultancies such as McKinsey and Accenture (Timmermans and Schulman 
2017; De Smet et al. 2018), that for maximum value and to achieve innovation and in-
creased customer satisfaction, agility in traditional organisations needs to be scaled up 
beyond R+D units or specialist technology functions to become a whole organisation 
capability. 

Te biggest challenge is experimentation. How can established organisations achieve 
innovation while not changing the core business? Agile is a poor ft with the hierarchical 
bureaucracy common in large US organisations. Many organisations aiming to deliver 
agile customer-centric strategies are constrained by structures whose boundaries keep 
separate the skills, information, insights and authority which together combine in new 
products and services. Siloed thinking and action slow down responsiveness and create 
obstacles to change. Particularly in large, traditional, product-focused organisations, the 
challenge of becoming ‘customer-centric’ and innovative can feel unwieldy and complex. 

Change-able organisational forms 

Worley and Lawler (2010) suggest that organisations must break away from traditional 
design assumptions, proposing instead a built-to-change model, which means that each 
design element or feature must be constructed with fexibility in mind, and then aligned 
dynamically to enable both adaptability and sustained high levels of performance. Te 
basic features of this framework are a robust strategy, an adaptable organisation design, 
shared leadership and identity, and value-creating capabilities. Adaptable designs have 
structures, processes, people, and rewards that capture value from a fexible intent and 
support the idea that the implementation and re-implementation of a robust strategy is 
a continuous and normal process. So bureaucratic structures and processes should be 
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redesigned and simplifed to provide a clear line of sight to purpose, coordination and 
employee empowerment. Tis way, organisations can become ‘ambidextrous’. 

Agile organisation designs are defned by their features – maximum surface area 
structures, a collection of high-performing teams, each with a clear purpose and the 
skills it needs, transparent information and decision-making processes, and fexible tal-
ent and reward systems. If you have a growth mindset you can make moves towards 
agility a multi-step process. By introducing cross-function teaming, people can start to 
fgure out what works. Tis makes adopting the experimental practices of more agile 
frms – work where you can, test and learn, fail fast and move forward – easier and all the 
more efective to apply. 

New organisational forms are emerging, ofen in tech-led environments, which of-
fer frameworks to learn from and adapt for use. Increasing numbers of organisations 
attempt to scale up agility by embracing innovative organisation types (e.g. ‘ambidex-
trous’ organisations like Microsof that is set up to both explore new developments and 
exploit existing products and markets); ‘collaborative’ organisations such as P&G; ‘self-
organised’ frms with distributed structures and emergent behaviour such as Wikipedia, 
Google; ‘learning’ organisations such as Toyota. Worley and Lawler (2010) cite Ameri-
can Express Co. and Nike Inc. as organisations that have increased their surface area by 
adopting front-back, process-based or network structures that increase the centrality of 
customer demands or make a variety of stakeholder demands more salient. 

What such organisational archetypes have in common is less structure and 
hierarchy – those things that inhibit fexibility – than traditional organisations. Tat 
does not mean they don’t have any, it’s just that they are more organic. Flexibility is 
built in – to structures, teams, systems, processes, roles and people’s mindsets. Tey 
are typifed by fattish structures, teamwork, lateral integrator roles and managers who 
coach and facilitate performance more than ‘manage’ it. Tere is a whole process focus 
with clear customer value and the ‘right’ levels of authority, accountability and empow-
erment. With strong cross-organisational collaboration, teams can leverage knowledge 
and resource across units. 

In the early days of agility, these teams – ofen called squads, combining developers, 
testers, data analysts, customer-journey specialists and user-interface designers – played 
their biggest roles in the digital corners of companies. But similar models have now been 
launched across the whole spectrum of business. For instance, Dutch-based ING Bank, 
once a traditional banking structure, with a conventional hierarchy, has transformed the 
way it works in recent years and is now regarded not just as a case study for change, but 
as a learning destination for other businesses wishing to fnd out about agility in action. 
Tey chose this route because changing customer expectations driven by the digital rev-
olution meant that a radically new approach to organisation was needed to make speed, 
innovation and excellent customer outcomes possible. 

ING has embraced agile principles to create new structures, roles and team forma-
tions (tribes, squads and chapters), which formalise customer-centricity and shared 
learning and minimise hindering bureaucracy (Mahadevan 2017). ING learned from 
pioneering organisations in other industries, such as Spotify, that have found that better 
business results occur when people are entrusted, enabled and empowered to deliver 
customer results without constant checks and balances within the hierarchy. Becoming 
agile by adopting iterative approaches to change, high levels of training, self-managing 
teams and empowerment appears more suited to ING’s business environment and its 
new business model. As the COO, one of the change architects, describes it, ‘We gave up 
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traditional hierarchy, formal meetings, over-engineering, detailed planning, and excessive 
“input steering” in exchange for empowered teams, informal networks, and “output steer-
ing”’ (Mahadevan 2017). 

Adopting such post-bureaucratic designs may require work to shif leadership and 
employee perspectives, behaviours, attitudes and skills; role descriptions and that 
broader area of culture, in four important areas: organisation and work design; employee 
empowerment; leadership development and performance management. 

Of course, governance too needs to evolve, shifing from Taylorist notions of au-
thority and decision-making. In agile organisations, individuals and teams at all levels 
have high-stakes work, clear responsibilities and goals and are held accountable for 
results. A change-able organisation balances innovation and risk management; keeps 
bureaucracy to the minimum; has appropriate checks and balances (Adler and Borys 
1996; Saparito and Coombs 2013). As one commentator 1 put it, ‘On the one hand it’s 
about the role of rules. Tere are some rules which enable people to be on the same 
page – for instance playing a sport. Ten there are those rules which inhibit people’s 
ability to be adaptive. Any group of people is inherently adaptive, but the moment 
that rules replace principles, you inhibit agility. So organisations aiming for agility 
should operate less by rules and be more principles-based. Ten when people under-
stand what’s happening in the moment, they know what to do to translate principles 
into actions’. 

Paradigm shif: from structure to culture 

Besides changing the structure, agile organisations must change their processes and 
people models. So Agility requires a shif away from the traditional paradigm of organ-
isational change being about structure (i.e. a top-down focus on hierarchy and systems) 
to culture-focused change (i.e. a focus on networks and behaviour). Agile organisations 
operate as multi-faceted networks with permeable boundaries that can fex to adapt to 
the situation the frm fnds itself in. So as companies reorganise workfow and teams 
around customer-driven process and measures, organisation charts shif away from 
traditional hierarchies to become network and relationship maps. Within a networked 
system, these interconnections become ever more complex and lack the clarity ofen 
superfcially provided by conventional linear or cause-efect approaches to strategic 
management. And the more complex the environment, the more difcult it can become 
for traditional hierarchical organisations to adapt and become ‘agile’. 

Success in shifing towards agility, customer-centricity and innovation depends upon 
building (or acquiring) new capabilities, redesigning roles and organisation, simplifying 
unnecessary ‘red tape’ and embedding new cultural norms to create a workforce which 
recognises the importance of the customer and feels both capable and empowered to 
support them and to innovate. Collaboration and the ability to work across boundaries, 
including the customer interface, are essential means of getting work done. 

Te question is, can you move from being a conventional organisation to an adaptive 
one? If so, how? Can you design in agility or is becoming agile a more ‘organic’ process? 
So strong are the drivers of agility that it’s tempting to reach for of the shelf solutions. 
However, your approach should depend on your situation: for instance, according to 
whether you are in slower or faster markets. If you are in an industry where things are 
relatively stable but complex, your response would be diferent from if your situation is 
unstable and complex, what Stacey (1996) refers to as the ‘zone of complexity’. 



     

  

 

 

 

 

 
 

  
   

 

 
 

 

AGILE AND RESILIENT ORGANISATIONS • 425 

Te challenges of scaling up 

Research (EIU 2009; PMI 2012) suggests that many frms struggle to scale up agility 
beyond a few discrete departments that may have adopted agile methodologies. As a 
result, they fail to even keep abreast of developments, let alone lead in their felds. Each 
company will have its own unique set of barriers to agility and organisational behaviours 
are predetermined by patterns of basic assumption. 

In established frms the existing organisational culture will typically exert pressure 
for maintaining the status quo. So, in organisations with top-down command and 
control leadership, rigid, bureaucratic structures, infexible cultural routines and 
complicated governance, there is little scope for experimentation and learning. Such or-
ganisations are usually rife with politics and leaders of ‘siloed’ structures usually resist 
notions of cross-boundary collaboration or the sharing of ideas and resources. Rational 
problem-solving and decision-making are undercut by ambiguity. 

Other barriers to agility include lack of capacity to act – arising from poor 
decision-making, implementation and investment; lack of synchronisation that leads 
to frustration, gaps and/or duplication; narrow jobs and worker disempowerment. 
Attempting to develop agility in such contexts is likely to lead to conficts over the devel-
opment process, business process and between people. 

Mindset shifs required 

A more signifcant barrier to agility is fxed mindsets at any level. For leaders schooled in 
conventional management practices, dealing with ambiguity and complexity in today’s 
business environment is not easy. Many leaders struggle to deal with the inevitable par-
adoxes and ambiguities of complexity, such as how to balance the long and short term; 
whether it is possible to be both business-driven and people-driven; how to achieve both 
innovation/enterprise and compliance. Tese are ofen false dichotomies since both are 
necessary. In any case, there are limits to how much senior managers realistically can 
be in tune with what’s happening across the organisation or at the front-line of the cus-
tomer experience. Corporate leaders can accelerate agile transformation by adopting new 
learning and leadership models. Tey need to be open to learning from the front-line. 

Since agility requires experimentation and the short term to be informed by the 
longer-term view, a signifcant shif in leadership thinking and approach may be needed 
(Snowden and Boone 2007). Executives trained in the linear thinking typical of stra-
tegic management and focused mostly on short-term share value, may be risk-averse 
and resistant to experiments or investment without ‘proof ’ that agility will pay-of. 
Attempts to maximise short-term shareholder value – for instance through aggressive 
cost-cutting that leads to the loss of valuable talent or reduces the quality of the customer 
experience – risk undermining agility and signifcantly reducing shareholder value in 
the medium term. Leaders must learn how to lead by infuence rather than dictate and 
take the longer-term view. 

Agile shifs the traditional role of line managers from being controllers of the work 
process to that of enablers and coaches of individuals and self-organising teams. For the 
people doing the work the shif is from reporting to managers to deliver a set of objectives 
to having the responsibility and accountability for working iteratively as part of a self-
organising team without direct intervention from any manager. Suddenly, everyone is ac-
countable. For many managers and workers, these are very signifcant changes for which 
they are ofen ill-prepared. Failing to provide relevant development can leave people 
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foundering and relying on practices that may have worked in a previous era but are ill-
suited to Agile. 

Paradigm shif: bureaucratic versus agile values 

Agile values can seem counter-cultural in a functionally siloed hierarchical organisation 
with short-termist attitudes, ‘blame cultures’, entrenched and infexible governance, bu-
reaucratic processes that leave little space for new routines that support experimentation 
and innovation. In Agile, the customer is the primary focus of the work; cross-functional 
work is constantly adapting, with teams and roles switching as needed and processes 
adjusted continuously to refect the current situation. Bureaucratic requirements are 
therefore secondary. In a strong bureaucracy the requirements of the work and the cus-
tomer are secondary to those of bureaucracy. 

Agile thrives on transparency, whereas hierarchical bureaucracy is notoriously 
political and non-transparent as a means of control; fnding out what’s really going de-
pends on access to informal networks. Agile works on the principle of empowerment 
and trust in the competence of workers since its iterative ways of working provide a 
transparent framework for workers to show what they can do. Hierarchical bureaucracy 
typically assumes worker incompetence and expects mediocre performance that must 
be managed to be acceptable. When Agile is introduced into such a context, miscom-
munication and misunderstandings are likely, leading to lack of trust and risk-aversion. 

Moreover if Agile is introduced as merely another business process and frms continue 
to operate according to big plans and heavy processes, there is a risk of mixed messages 
and the potential gains of Agile, with its incremental and iterative ways of working, are 
limited. Unless the various practices associated with Agile are underpinned by Agile 
values and the mindset that they represent, they quickly become just another set of 
mechanistic operational measures designed to save costs. 

Stress and ‘resistance’ 

As people and machines increasingly work together to achieve more sophisticated, 
accurate and cost-efective delivery, the consequences for workers may be mixed, for 
some resulting in augmented, more interesting and value-adding work while others 
experience greater demands, threats of obsolescence, hollowed out jobs and insecurity. 
In such circumstances, employee resistance is both understandable and to be expected. 
If the human aspects of change are neglected when Agile is introduced, or if there is an 
unbalanced employment relationship in which employees carry all the risk, engagement 
and trust are unlikely. 

Many people fnd coping with ongoing change and the challenges of uncertainty, in-
security, and constant hard work debilitating and in some contexts levels of employee 
stress are high. Te cost of workplace stress can be signifcant, with just some of the 
consequences including disengagement, (Robertson and Cooper 2010; HSE 2016), job 
burnout (Maslach et al. 2001), presenteeism (Johns 2010) and sickness absence. Personal 
resilience and well-being can be built or fortifed when people feel a strong sense of con-
nection with their organisation through shared purpose, are involved in the changes that 
afect them, are engaged and connected through networks, and when there is a genuine 
management focus on employee engagement and well-being. 
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SCALING UP AGILITY 

So is it possible to build a more agile, resilient culture in a conventional organisation? 
Tis is more of an art than a science. Organisations aiming for agility must reinvent 
themselves around customer journeys, products, and other axes of value creation. Senior 
leaders in particular need to lead the way by modelling more agile thinking and practice. 

In my model of resiliently agile ways of working (Figure 16.1), adaptive organisations 
are able to manage complexity by developing new routines (strategising, implementing, 
linking and providing the context for people to thrive) that require people to look at 
things with new eyes and to think, act and work in new ways. It’s important to see these 
routines as ongoing processes rather than one-ofs. 

Strategising 

A key Agile design principle is that people should understand and be involved in the suc-
cess of the business. In times of exponential change, in organisations of any size, conven-
tional strategy works only up to a point before it hits a brick wall – of silos, anxiety and 
so on – that slows down the implementation stage. In a resiliently agile organisation, the 
strategy-making process shifs – from being decided by a few and handed down to those 
who must implement – to strategising which involves people from across the organisation 
who are going to implement and who are in tune with what’s happening on the ground 
so that they understand and own the direction of travel. Staf may not necessarily be 
involved in deciding why we are doing what we are doing, nor the what – more likely the 
how. Strategising allows organisations to stay on course against a changing backdrop in 
successfully delivering the innovative outcomes they want to achieve. Strategising allows 

Figure 16.1 Resiliently agile ways of working. 
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organisations to deliver short-term objectives against longer-term aims. It also readies 
the organisation for change. 

Te most efective leaders are good at perceiving what needs to happen – by drawing 
accurate and incisive conclusions from trends and data from the external environment 
and using these in their decision-making. Tey proactively scan and monitor the business 
environment, anticipate changes, encourage participation, provide relevant resources 
and learn from what happens. Tis involves continuously looking outside, anticipating 
changes, feeding customer and employee intelligence into decision-making. It’s about 
asking, ‘what needs to be diferent? What will it take to unleash the power we have?’ 

Top management still needs to set a broad direction, be clear and consistent about 
purpose and ambition – what the organisation is looking to achieve and why – and 
should also engage others in fnding solutions. Te task of senior leaders is to establish 
an aspirational purpose, develop a widely shared strategy and manage the climate and 
commitment to execution (Worley et al. 2014) for instance by encouraging a number of 
‘quick wins’, bringing together a variety of diferent people. 

To develop new ways of looking at things and enhance their judgement against the 
broader business context, senior leaders should fnd opportunities to expose themselves 
and others to new thinking and practice – for instance through visits to other organ-
isations, or through scenario planning (‘…an exploration of alternative futures which 
opens up our thinking to current drivers and trends which may have an impact on the 
future’, Sayers 2010). Such methods can help teams avoid becoming trapped by outdated 
mental models, or emotional biases, and make better sense of the external world. Some 
of the major challenges identifed may be about creating and implementing new business 
models, designing new organisational and management approaches, innovating, con-
tinually improving organisational capabilities, remedying weaknesses, addressing risks, 
accelerating and sustaining culture change. Typically, this means prioritising just a few 
key areas of focus, such as: 

• What are the key capabilities we need to build for the future? 
• What are the opportunities for growth in the changing scenario? 
• What’s our vision and direction for the whole organisation and how can everyone 

understand the role they play in delivering these? 

Tere are many interventions coming from the feld of organisation development (OD), 
group and team dynamics that can help the strategy-making process. Senior leaders 
should regularly take at least half a day (of-site) to do some long-term planning, chal-
lenge their assumptions, consider what the organisation will need to do diferently 
and think about the scope of change necessary. Tey must engage the right people – 
the executive team and others who infuence groups and the culture. Tey should use 
focus groups to hear the views of the workforce. Tey should broaden the scope of 
strategy making to involve exploratory thinking across industries, marketplaces, time 
zones and so on. Tey must accept the messy parts of strategy formulation and give 
the process time to become more refned so that links can be made between the organ-
isational plan, business goals and measurable objectives, and individual performance 
plans. Tey should ensure there is a clear course of action and communicate the strat-
egy across the organisation so that everyone knows their part in delivery, with meas-
urement in alignment with goals. 



     

 
 
 

 
 

 

  

  

 

AGILE AND RESILIENT ORGANISATIONS • 429 

Viewing changing organisational systems through the lens of complexity, emerging 
principles for strategising include: 

• build a ‘good enough’ vision; 
• tune your place to the ‘edge of chaos’; 
• when life is far from certain, lead from the edge with clockware and swarmware in 

tandem; uncover and work with paradox and tension; 
• listen to the shadow system; 
• go for multiple actions at the fringes: let direction arise. 

Involving the people who will implement strategy in developing it should avoid the usual 
‘strategic implementation gap’. It’s about creating strategy and new sources of value 
through generative relations; growing complex systems through ‘chunking’; building a 
space, a community to concentrate, co-create and learn together. Paul Tolchinsky uses 
the jazz band analogy to illustrate the notion of empowerment. Diferent individual 
jazz players, skilled in their own right, willingly use their skills to best efect to create 
wonderful music together, ofen extemporising, ofen featuring solo slots, spontaneously 
going with where the energy is to produce wonderful music for, and with, their audience. 

For many senior leaders, strategising involves a signifcant shif in their preferred way 
of operating. It requires top leaders to move away from command-and-control styles to 
broad direction-setting and capability-building. Tey must manage the tension between 
the urgency of fnancial stress and the pace of innovation while deliberately encouraging 
organisational learning. Leaders must become digitally literate and gain an understand-
ing of how AI, analytics, blockchain and so on work, so that they can have intelligent con-
versations with data scientists. Tey must think critically about the impact of technology 
on the business and develop a vision based on an understanding of how technology and 
customer needs will change. Tey may fnd that making the organisation competitive in 
the digital age may or may not involve technology. 

Moreover, for speed and customer responsiveness, leadership and accountabil-
ity should be exercised at all levels, with empowered decision-making and continuous 
feedback. A strong customer focus provides parameters within which employees can 
proactively and productively use their ideas. Top leaders must establish the principle 
and practice of taking decisions as close to the action as possible and create the context 
for others to make good decisions. Part of this is about democratising data by making it 
available to everyone. Tis is not so much ‘knowledge is power’ as ‘knowledge shared is 
power’. Employees need to know the importance of using the right procedures to ensure 
that data is accurate and reliable and kept up to date. Both management and the work-
force need to become externally focused with an outside-in mindset that starts with the 
customer, works backwards to meet their needs, feeds in market intelligence and ideas 
and delivers creatively on market opportunities. When information is transparently 
shared, people are better able to make efective decisions. Tis increases the pace and 
quality of decision-making, as well as more widely encouraging the willingness to ex-
periment, learn and adapt as part of the process. Te traditional strategy process is thus 
upended: instead of sense, analyse, categorise and then respond, complexity requires 
leaders to probe or act, then analyse and adjust (Snowden and Boone 2007). 

On the other hand, Kelly (1995), in his ‘informed approach to complexity’, argues 
that context should determine the approach taken. He uses the machine metaphor of 
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‘clockware’ to describe the conventional management operations whose function is 
rational, planned, standardised, repeatable, controlled and measured. Te living system 
metaphor of ‘swarmware’ refers to those management processes that explore new 
possibilities through experimentation, trials, autonomy, freedom, intuition and working 
at the edge of knowledge and experience. Sometimes the mechanical, planful approaches 
are most appropriate – for instance where there are high levels of certainty and agree-
ment among agents. Conversely, when the world is far from certain and there is little 
agreement (edge of chaos), swarmware, with its adaptability and openness to new learn-
ing, is more appropriate. Te art is to balance data and intuition, planning and action, 
according to the situation. 

Implementing 

More agile ways of working are transforming the way businesses work. Agility involves 
a range of operational methodologies that capitalise on advances in technology together 
with leading-edge practices and work processes focused on customer loyalty and un-
derpinned by principles of innovation management. However agile implementation 
is not simply about the use of Agile manufacturing techniques such as SCRUM, Lean 
and Just-in-Time, two-week Sprints, team-based iterative project working. Without the 
underpinning Agile values, the practices soon become discredited and inefective. 

To take advantage of the technology you have to build the organisational capability 
to respond to what it can do. It’s as much about culture and behavioural change as it is 
about process change. Toyota for instance has long had a culture of continuous change 
and improvement that is inculcated into every worker through principles such as kaizen, 
team work and respect for others. It is easy for workfows to operate, communication 
around tasks is fuid and silos are minimal. Tese principles lead to efcient and fuid 
execution of daily work. 

During periods of turbulence, change-able companies perform signifcantly better 
than their counterparts. Agile teams have proved particularly resilient during the pan-
demic crisis since by using agile techniques, such as re-examining their priorities refected 
in objectives and key results (OKRs), they have speeded up their work and adapted to new 
industry challenges. Teir methodologies lend themselves well to a virtual environment. 

To scale up agility, companies need systemic change capability, fexible models, pro-
cesses and routines supportive of ongoing innovation, new ways of managing teams and 
measuring value in terms of innovation and customer loyalty. Tese include incentives 
for implementation, information transparency, six sigma and knowledge management 
initiatives, formal afer-action reviews, change skills embedded in line managers and 
fexible resource allocation. As in the case of ING, scaling up to hundreds of teams, 
these teams must all have the same direction, or confusion will reign. At an enterprise 
level, the connective tissue – the stable backbone – consists, for example, of a 90-day 
priority-setting and resourcing cycle, a common culture, ‘chapters’ (that is, groupings of 
employees with similar functional backgrounds) responsible for consistency, a longer-
term vision for specifc functional areas, and agile leadership. In scaling up agility, these 
enterprise-level elements of unity become extremely important. 

Agile implementation is essentially about innovation as well as production. Dis-
ciplined innovation is a key feature, as described by Collins and Mortenson (2011) 
when considering the breakthroughs achieved by Apple, such as the iPod: ‘…the great 
task, rarely achieved, is to blend creative intensity with relentless discipline so as to 
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amplify the creativity rather than destroy it. When you marry operating excellence 
with innovation, you multiply the value of your creativity’. Tese authors also observe 
that, rather than the development of the iPod being a single step breakthrough story, it 
was instead ‘a multi-step iterative process based more upon empirical validation than 
visionary genius’. Tis requires testing and exploration, a knowledge-rich context for in-
novation where information is shared, learning and diversity are encouraged, creativity 
and knowledge-sharing are rewarded. To encourage innovation, it is vital to build some 
‘slack’ into the system. Tough from an efciency perspective slack is sometimes consid-
ered wasteful, in practice it provides vital breathing space for ideas to fourish. 

As we discussed in Chapter 9, in line with today’s increasingly VUCA environment, 
GE, a company that has long been admired for the way its approach to strategy, portfolio 
and talent interconnect in a strong HR culture, aims to become an agile organisation. 
GE is strategically restructuring to focus on its high tech and industrial businesses, em-
phasising things like power and water infrastructure, advanced jet turbines and imaging 
equipment. With respect to operations, GE had previously proselytised and practised 
Six Sigma, a manufacturing quality protocol that aims to systematically boost quality 
control and eliminate mistakes. However GE found that Six Sigma made experimen-
tation difcult, so developed instead its FastWorks platform for creating products and 
bringing them to market. Tis encourages an entrepreneurial mindset and borrows from 
Agile techniques to a large extent. Tere’s a focus on rapid and frequent experimentation, 
learning from the market, only funding projects that prove themselves, and requires an 
acceptance and willingness to move on from failures. 

For a strategy of growth through innovation, GE needs employees to collaborate, 
make quick and efective business decisions, and provide customers with superior 
products and services. GE routinely benchmarks itself against other organisations that 
are also involved with real-time project management. Learning from this resulted in 
a change to one of the primary operating processes, along with changes to operating 
principles – from growth to simplifcation. Tis has meant reducing bureaucracy and 
‘siloes’, introducing new ways of working, getting close to the customer, producing bet-
ter, faster outcomes for customers. Managers need to cultivate empowered, collaborative, 
cross-functional teams, in which accountability is collective. 

Linking 

No organisation is an island since it delivers its services along a value chain across organ-
isational boundaries to its customers. In Agile, those boundaries are transcended more 
fuidly, with customers themselves increasingly involved in co-creating the services they 
require. Tis requires linking capability – high degrees of collaboration and new attitudes 
towards the nature of risk, including how to build meaningfully trusting relationships 
across organisational and other boundaries. For instance, one international engineering 
company found that many of its clients’ needs were changing due to technical advance 
and political uncertainty. Its engineers learned to work in partnership with clients to 
co-create breakthrough technical and scientifc solutions to client problems in a way that 
overcame barriers and inherently created mutual learning, loyalty and trust – and repeat 
business. 

Te convergence of computer networking and telecommunications technologies is 
making it possible for groups of companies to achieve powerful competitive advantages 
by coordinating geographically and institutionally distributed capabilities into a single 



   

 

 

432 • BUILDING STRATEGIC CHANGE CAPABILITY 

virtual company or process. Hagel et al. (2010) argue that, whereas the twentieth century 
had been about scalable efciency, the new economy is about scalable collaboration. For 
instance P&G is constantly scouting the world for new ideas. Its ‘Connect and Develop’ 
website connects technology entrepreneurs throughout the world. Te company’s aim is 
to take an ‘outside-in’ approach to research and development, with 50% of ideas coming 
from outside of P&G. While lean manufacturing worked well amongst a narrow set of 
business partners which are tightly aligned, scalable collaboration can embrace many 
thousands of participants. Tus linking capability – the ability to build and maintain 
collaborative and productive working relationships – across boundaries of time, geog-
raphy, organisation – is an essential element of agile working. At the same time, human 
strengths should be emphasised in the collaborative relationship between people and 
between people and machines. 

People practices 

In knowledge and service-intensive types of work, people are still the main means of 
production. Agile workers are multi-skilled, fexible people with ‘change-able’ mindsets, 
skills and behaviours. Useful attributes include adaptability, resilience, tolerance for 
complexity, resourcefulness, entrepreneurial mindset, but more important is learning 
agility and continuous learning, including a willingness to unlearn unhelpful old habits. 
People need to be aware of their strengths and weaknesses so dynamic feedback loops for 
the individual, groups and the organisation as a whole are essential. 

What will digital do to company stafng strategies – will they need new or fewer peo-
ple? What skills and specialist knowledge will be needed, what processes and systems, 
ways of working? Agility in how you think, behave and network is needed to bridge 
the gaps. Once you have worked out what development is required, experiential on-the-
job learning is needed since by testing and trying, feedback and iterations, people learn 
how to work in new ways. One company helped employees along this transition jour-
ney towards agile ways of working by ofering learning (e.g. self-paced learning on a 
digital platform as well as full-day virtual boot camps) and applying it in practice by 
together defning the purposes and objectives of the new teams. High-quality videos and 
all-company virtual meetings conveyed some of the key messages in an efective way 
and built a sense of community. Exposing people to diversity of thought is important. 
Another company encourages regular ‘Learning out loud’ one-hour sessions where net-
works from across the organisation’s boundaries focus on a specifc topic. One such topic 
was ‘how can the workforce become future-ready?’ 

Of course, people’s willingness to adapt is not just about what they think or know; 
it’s also about how they feel. Teir knowledge of their organisations, their aspirations, 
fears and views about how they are treated all infuence how well they adjust to new 
ways of working. So change leaders must maintain disciplined attention and attempt to 
regulate employee distress. Protecting leadership voices from below (Heifetz and Laurie 
2001) may require confict to be surfaced. To build employee resilience it is also impor-
tant to focus on energy – a key component of ‘work engagement’ (Salanova et al. 2005; 
Scott 2019). Energy practices relate to beliefs, meaning and purpose, commitment, self-
confdence and visions and are highly correlated to job satisfaction. 

High commitment SHRM plays its part in the quest for greater agility. One people 
practice that has been under sustained pressure for reform is the performance man-
agement process. While many sofware companies have led the way in sweeping away 
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traditional performance management practices that appear to constrain agility, inno-
vation and employee engagement, many large and well-established organisations have 
struggled to re-imagine this aspect of what is ofen a hindering form of bureaucracy. 

A key plank of the emerging agile culture in GE is its new performance development ap-
proach described in Chapter 9. Previously, under the leadership of Jack Welch in 1980s and 
1990s GE promoted the ‘rank and yank’ style of performance management which linked 
development opportunities and high rewards for those amongst the top 10% of performers 
while those in the bottom 10% lef the organisation. Today the focus is on building the 
workforce the organisation needs to be competitive both today and in the future. Te shif 
in how GE employees think about and track their performance mirrors these broader tran-
sitions at the company to substantially simplify its business and mirrors a broader busi-
ness strategy shif towards innovation. Accordingly, GE has adopted a more experimental, 
feedback-rich approach to developing strategy, culture, ways of working and approach to 
talent – reviewing and adopting what works and learning from what does not. 

Agile organisations embrace nimble talent management systems. A growth mindset is 
needed so agile organisations recruit individuals who are quick learners and like change. 
Tey use rigorous onboarding processes to make sure people understand the culture and 
are willing to work with the culture to drive experimentation through to innovation. 
For instance all new entrants to Harley Davidson understand that digital permeates all 
aspects of organisation – it is team-based, empowered, decision-making is pushed down 
the levels and continuous learning is expected of all employees. 

Research suggests that people tend to be engaged and perform at their best when 
they experience a positive psychological contract (or ‘deal’) (Guest 2007; Holbeche and 
Matthews 2012). Human resource practices that emphasise the genuine mutuality and 
fairness of that ‘deal’ – a win-win for employee and organisation – are key aspects of a 
positive working environment. Agile organisations use a variety of reward practices, in-
cluding bonuses, stock, team and individualised pay, and opportunities for growth, that 
encourage both current performance and change. 

HR can help deliver these and other key elements of a fair deal – such as empower-
ment, supportive management; shared purpose around which communities can align; 
policies to enhance work-life balance and staf well-being; ensuring that ‘front-line’ staf 
have the relevant professional and skills development to prepare them for a digital future; 
providing career opportunities; advancing the equality and diversity agendas and de-
veloping engaging leaders and managers. Tese all go a long way towards creating agile, 
high engagement cultures. 

Developing agile leadership 

Te role of leaders – in setting the tone and providing sponsorship, moving from com-
mand and control to direction-setting and capability-building – is crucial to agility. If 
leaders espouse agility and customer-centric strategies, yet what they actually pay to at-
tention to sends quite a diferent message, that will be picked up by both customers and 
employees. And although one visionary leader may promote a customer-centric strategy, 
if this is undermined by resistance or a lack of energy from their peers who prefer to cling 
on to their hierarchical domains and bureaucratic controls, not only will this delay and 
disrupt progress, but it may destroy it entirely. How fnancial results are reported and the 
extent to which customers are mentioned are good indicators of what is really valued. 
ING Bank now presents its results in the context of its customer strategy. 
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Building a connected and aligned leadership cadre is always critical to organisa-
tional goal success, but arguably even more so when the agile transformation requires 
a mindset shif away from an internally focused product-orientation to an externally 
focused customer-centric perspective; away from leadership styles refective of a bureau-
cratic ‘golden cage’ to leadership for agility and empowerment. As Peccei and Rosenthal 
(2001) point out, management attention and role-modelling are among the most impor-
tant infuencers of pro-customer employee empowerment. Organisations committed to 
customer-centricity, such as ING, recognise this and give it conscious focus: ‘We have 
spent an enormous amount of energy and leadership time trying to role model the sort of 
behavior—ownership, empowerment, customer centricity—that is appropriate in an agile 
culture’ (ING leader, Mahadevan 2017). 

For Bushe (2017), leaders need open minds. Management teams need to review their 
own behavioural preferences, how these translate into visible behaviour and attitudes, and 
how well this aligns with leading the change. Given their visibility and infuence, senior 
leaders in particular need to fearlessly role model agile behaviours, such as real collabora-
tion, which for some may be counter their natural dispositions. Leaders need to embrace 
disruption, build shared value, dare to be open, especially towards risk (IBM Institute for 
Business Value 2013). Leaders must be transparent – sharing results from failed experi-
ments as well as from successes so that the organisation can continue to learn. 

But to be trusted, leaders must be values-based. Increasingly the models of leader-
ship applied to agility are those that place people and transparency centre-stage while 
acknowledging complexity - variations on authentic, values-based leadership such as 
servant leadership (Greenleaf 1998; Hall 2007) with its critical capabilities of listening, 
empathy, healing, awareness, persuasion, conceptualisation, foresight, stewardship, 
commitment to the growth of people, building community. While the journey to agility 
has to start with themselves, some leaders may need support, for instance from coaches 
or mentors, in developing the qualities attributed to agile leaders. 

Agility requires high degrees of interdependence, openness and collaboration. In 
many cultures, speaking up to a person of higher status is taboo. Schein (2016a) argues 
that, to enable openness, it is the duty of senior leaders to use the art of ‘humble inquiry’ 
to create a climate in which lower-level employees feel safe to bring up issues. Radjou and 
Kaipa (2013) suggest that leaders must leave their comfort zones and have the humility 
and capacity for introspection that is indispensable to learning agility and to building 
the organisation’s change capability. 

Google endorses the idea that vulnerability is a strong leadership quality. Google en-
courages its managers to recognise and understand their personal values then use them 
to advantage to create a stronger sense of purpose and meaning in their work. Part of the 
Google experience includes encouraging new managers to acknowledge and share their 
transition stories and struggles with one another. Tis is based on the belief that being 
open and honest about their challenges paves the way for benefting from the advice and 
experiences of others, as well as from the reassurance of knowing they are not alone. 

Leaders must learn to strike the right balance between loose and tight control (Weick 
1976) according to the situation. Tey may need help in doing this, so HR among others 
can work with leaders to help them transition from traditional to agile management. 
Tey can ensure top team sign-up and clarity about purpose and ambition, increase lead-
ers’ sense-making skills and ability to deal with complexity by exposing them to new 
thinking and practice, for instance through scenario planning or visits to other organ-
isations who are trying new approaches. Tey can emphasise the importance of leaders 
acting as role models of values, provide feedback and use story-telling to reach leaders 
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at a deeper emotional level to persuade them to stop acting like a traditional boss and 
embrace agile leadership. Tey can help shape a leadership culture by recruiting and 
developing future leaders who already demonstrate agility and accountability. Tey can 
build shared leadership by getting people involved in redesigning values, cultural prac-
tices and HR policies. 

CHANGE APPROACHES 

To be congruent, agility requires a transformation process that recognises complexity and 
resembles the desired end-state. As we discussed in Chapter 14, a conventional design pro-
cess is usually top-down, working to a plan, ofen almost secretive in nature. Tese pro-
grammatic, diagnostic, pre-planned change processes that refect the ‘clinical system’ or 
‘mechanical’ metaphor of improvement can become potential obstacles to agility. Tell-tale 
signs of linear thinking - such as ‘closing gaps’, task-centric deliverables, initiatives, tool-
kits, tell, sell, achieving ‘buy-in’, roll-outs, dealing with ‘resistance’, project organisation, 
detailed plans, milestones, controlling, audits and data – ft poorly with Agile aspirations 
for empowerment, engagement, iteration, collaboration and customer focus. 

So today, rather than working to a fxed, ‘best practice’ design idea, it’s more about 
empowering the organisation to evolve its own structures in a timely way. So, if a formal 
redesign is necessary, for instance when incorporating new technologies and methodol-
ogies, agile approaches to change should be adopted that are more suited to complexity 
and the exponential pace. Tese tend to be people-centric, transition-driven and about 
‘emergence’, ‘unleashing potential’, refecting the ‘social mobilisation’ or ‘living system’ 
metaphor of improvement. 

Similarly, as discussed in the last chapter, more recent approaches to organisational 
development place an emphasis on change occurring through conversations (Wheatley 
2017). Tese dialogic group and whole system methods are inquiry-based, self-organised 
and underpinned by systemic thinking. Tey enable people to notice the dynamic pat-
terns of which they are part, with agility residing in the small changes. Tese methods 
encourage the various parts of the system to connect with itself, bring people together 
from across organisational boundaries engaging multiple perspectives to address issues, 
co-create solutions and build meaningful communication, creativity and engagement. In 
virtual asynchronous settings fexible sofware tools can capture conversational pieces 
between teams around a particular theme or project. ‘Fishbowl’ conversations between 
two experts can be recorded and made available. Galbraith’s 4D’s framework – Dialogue, 
Decisions, Design and Development – ofers a useful sequence to apply. 

Te short-term must be informed by a long-term perspective starting with purpose 
and customer value as the desired (measurable) outcome of the transformation. Change 
can start anywhere; thus ‘bottom-up’ or ‘pull’ approaches to change are ofen more efec-
tive than ‘top-down’ or ‘push’ approaches. Tus change is not done ‘to’ but ‘with’ people 
to build ownership of the change. Rather than change projects being rigidly controlled, 
and information held by only a few on a ‘need to know’ basis, the emphasis should be on 
transparency and openness – a ‘need to share’; there should be dialogue, active involve-
ment and stakeholder participation. 

Change becomes ‘business as usual’ and involves organising work around motivated 
individuals, valuing interactions over process and tools, balancing trade-ofs between 
quantity, quality and pace in achieving results. ‘Good enough’ and ‘what works’ sup-
plants the goal of perfection. Change ripples through networks and communities, with 
big picture story-telling, inspired action and prototypes embodying the new, producing 
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changes in mindsets and behaviour as learning from the emerging picture takes place. As 
a result, diferent energies emerge in the system. Sources: Cheung-Judge and Holbeche, 
2021, Roehrig, 2015 and others. 

Whole scale change, one of many large-scale interventions, provides a method for 
engaging people through dialogue in a way that builds critical mass, ownership and com-
mitment for what the organisation needs to do. It combines systems theory and practical 
methodology and involves bringing the complexity of the whole system into the same 
room, whether the scale is large or small, working on multiple things at the same time. 
It’s about embracing all the various elements – strategies, processes, technologies and 
staf – in a way that allows for simultaneity and allows people to work out how all these 
things ft together. When people are engaged in an exploration and discovery process, 
they can better shif their own paradigm. As with action research and action learning, 
the assumption is that ‘if I know what you know, and you know what I know, together 
we’re smarter, and together we can fnd a common solution’. It’s about connecting people, 
creating communities for action and also forming fast-response teams around issues. 
Tus whole system change is a method to rapidly engage the whole system in meeting 
organisational agility and fexibility demands and shatters the old paradigm about how 
long it takes organisations to change. 

Such approaches can co-exist alongside formal, structured approaches to organisa-
tion design. For instance, various parts of the workforce can be involved in establishing 
criteria for what a new design must achieve, process mapping to establish the strengths 
and weaknesses of the current set-up and building an informal lateral foundation. Lat-
eral linking mechanisms (such as disciplines collaborating with each other to act as 
knowledge hubs) can also be informed by staf stakeholders, not only top management. 
Staf can identify mechanisms to learn and improve performance over time; for instance 
exploring which core elements of work process can be standardised to free up space for 
needed innovation. Decisions about management positions, formal overlay teams and 
whether the organisation is going to operate as a matrix, or a line organisation, are usu-
ally made by senior management. 

Holistic scorecards of the right performance metrics that link to the vision should 
be developed to ensure that high standards are embedded and lived as an institutional 
value. 

On the one hand, Agile values and a special focus on the customer should become 
the critical measures by which change is conceived, implemented and evaluated. On 
the other, Lawler (2014) argues that for sustainable high performance, the way value is 
measured should accord with ‘quadruple bottom line’ performance standards – how or-
ganisations perform fnancially, environmentally, socially and in how they treat their 
employees. Tis is achieved by constant concern for the common good, balancing the 
needs of diferent stakeholders including employees, aiming for sustainable and global 
value creation. A number of frms such as Wholefoods Market and Johnson and Johnson 
now measure their success in this way (Mackey and Sisodia 2013). 

CULTURAL SHIFTS REQUIRED FOR AGILITY 

As we discussed in the last chapter, culture change takes time, is not linear or 
‘programmable’; there needs to be collective acceptance of uncertainty, ambiguity, risk 
and setback. General principles suggest that while leaders set the climate and model the 
behaviours for individuals, teams and business units to follow, real change is rooted in 
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performance and the job to be done. Culture change involves intellect and emotions, so 
opportunities should be found for people to try out new things and behave in new ways. 
It’s about practising new behaviours, building confdence, not changing attitudes. 

So how can leaders build a context conducive to agility? 
Arguably by creating the conditions for change to emerge; where people can better 

connect and decide to work, learn and change together to produce outstanding customer 
outcomes; where people feel empowered to create the desired changes that deliver the 
outcomes the organisation wants. Tis means building a shared leadership culture, sup-
ported by genuinely two-way communications and agile values. 

For example, one leading cereals manufacturer recognised the need to become more 
agile and innovative in product development and reaching new markets. It put to-
gether some cross-functional ‘power teams’ to explore possible new product and market 
solutions. Te teams adopted a simple iterative process with a common vocabulary, with 
prioritised work programmes for each iteration. Te results included a more focused 
range of new products and higher sales. One power team worked on the challenge of 
cultural transformation for agility and started by delivering an impactful leadership 
conference at which leaders at all levels had the chance to work through the implications 
of agile for their ways of operating. Te result was an energised leadership cadre actively 
engaged in leading culture change. 

All conscious eforts to change culture should celebrate what is good about the past 
and present but also reinforce the new ways of working. It’s about communicating of-
ten and sincerely about the organisation’s vision and values, making certain these are 
understood and truly hold meaning and value. And of course, culture change towards 
agility should be reinforced/sustained through new symbols as well as HR policies. Agil-
ity should permeate processes such as feedback, communication, education, coaching 
and development, recruitment and induction/acculturation. Performance manage-
ment, reward and recognition systems and promotion opportunities should be revised 
to reinforce learning, engagement, feedback, teamwork, improvement, innovation and 
collaboration (with real accountability). Contracts and incentive structures must refect 
this understanding as well (McCann et al. 2009). Managers should be trained in the new 
management approaches. 

Bringing about a ‘controlled’ approach to ‘emergent’ culture change requires top-level 
commitment to agility and visibility – in setting the tone, active sponsorship and role 
modelling of the Agile values. If senior leaders are hopeful and hope-inspiring, this has a 
contagious efect on employee resilience (Norman et al. 2005). Deliberate role modelling 
and teaching of values by leaders and efective two-way communication are the essential 
ingredients. Future top leaders should be assessed for their learning agility – their toler-
ance of complexity, resourcefulness and resilience. If leaders have the learning agility and 
support needed to make that journey, they will infuence others to do the same and will 
reap the rewards of an energised, agile and sustainably efective organisation. As Schein 
(2016a) points out: ‘Te bottom line for leaders is that if they do not become conscious 
of the cultures in which they are embedded, those cultures will manage them. Cultural 
understanding is desirable for all of us, but it is essential to leaders if they are to lead’. 
Gaining true commitment to agility is not always easy. For instance, when the CEO of 
an international engineering company decided that his frm must aim for organisational 
agility, it was because he could see that technology would soon make many of the com-
pany’s services obsolete. However his management team initially were not persuaded of 
the merits of becoming more agile – afer all, the company was still successful at that 



   

 

   

 
  

 

 
   

438 • BUILDING STRATEGIC CHANGE CAPABILITY 

point. Agile was not just a new business process, but rather would involve a fundamental 
transformation of the way work was managed, and power distributed, in the company. 
Tis was a very traditional, hierarchically structured business and the agile principles 
were counter-cultural. 

To challenge their thinking the CEO organised a week-long ‘Lock Down’ for the 
management team during which the senior leaders met with external strategists and 
representatives of various innovative businesses. Most executives, but not all, were 
convinced of the need to go agile. One infuential director refused to adopt the new, 
more inclusive methods of communicating. Afer a short while the CEO challenged this 
director to either adopt the practices or leave the organisation. Te director chose to stay 
and as he started to see the benefts of agile, he became an enthusiastic advocate. Without 
strong executive commitment and drive the Agility imperative might have failed. 

As stated earlier, an agile design principle is that everybody should be involved, 
understand and know clearly what their part in the success of the business is. Te challenge 
then was to bring the wider organisation on board. Te CEO was concerned that, despite 
the turbulent business context, intelligence was reaching engineers working on projects 
too slowly via the conventional top-down cascades of information. Consequently, the 
engineers saw no reason to change what they were doing. Te CEO adapted the ‘team 
of teams’ approach pioneered by General Stanley McChrystal in Afghanistan in the 
mid-2000s. General Stanley McCrystal (2015) took the risk of making HQ information 
available to troops wherever they were behind enemy lines via mass phone conversations. 
In weekly ‘cadence calls’ people were able to feed back feld intelligence live to the centre 
as well. At the time there was a fear that having these weekly calls could lead to the enemy 
getting access to this intelligence. General McCrystal took the view that ‘hey, the enemy 
has the information anyway. We might as well let our troops have the information too’. 

Te CEO adapted this cadence call method as part of a suite of two-way methods of 
communication. Tis includes Yammer feeds to share customer and marketplace intelli-
gence information, and solutions to problems, real-time, as widely as possible, bottom-up 
as well as top-down. Te calls (and Yammer feed) helped everybody to be involved, 
hearing and sharing ideas, problem solving in real time. Tis ensures that people are 
empowered to act and puts a modern twist on the old adage that ‘knowledge is power’, 
becoming instead ‘sharing knowledge is power’. Te CEO recognised that total openness 
is a vital ingredient of Agile communication. While it’s true that co-location is obviously 
ideal for Agile teams, when this is not possible, teams can use technology to maintain 
open and continuous communication. 

Following the top team ofsite ‘Lock Down’ to address some of the issues they needed 
to face, there was a series of ‘sprints’ of 100 days involving teams drawn from across the 
organisation to address the problems identifed, come up with feasible solutions, try them 
out and start to implement them. Te CEO set clear priorities and deadlines and held 
people responsible for meeting them. To avoid paralysis in decision making, work was 
carried out on streamlining and clarifying roles/responsibilities in the decision-making 
process. Tis helped create an action bias throughout the organisation, together with the 
ability to quickly deploy and then redeploy resources, talent and skills. 

Te CEO also recognised that new behaviours were needed to support the new objec-
tives and that to ‘unlearn’ existing behavioural patterns there must be both a demand 
for new behaviour that builds on the desired values and an opportunity to practise it. 
Te CEO put together a cross-organisational team to defne eight high-level ‘operating 
principles’ (or values) that would introduce a new way of thinking, speaking and acting 
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in the workplace for both managers and workers. Te principles would act as behav-
ioural ‘guard rails’ by which the organisation would hold itself accountable. To bring 
these principles to life a short series of ‘sprints’ (initially of 100 days) took place that led 
to a new behavioural social system and more dynamic structure. 

Of course, embedding new practices takes time and the engineering company contin-
ues to build on what they have learned from other contexts and from their own experi-
ments. It is recognised that, for sustainable agility, agile values are even more important 
than agile practices, and that an integrated approach is required rather than a series of 
ad hoc initiatives. 

Refective activity 

• What were the mechanisms used by the CEO to embed new ways of working? 
• How would you attempt to build alignment around agility within a management 

team? 

CONCLUSION 

So can you transform a conventional organisation into an adaptive one? 
We have discussed how by putting together strategising, decision-making, culture 

and people who are committed to the direction you are heading towards, you start to 
build agility. If you engage people in the formal process of organisational redesign, 
you are more likely to create structures and processes that work, with people building 
capability as they learn new approaches. If you work assiduously to unblock barriers to 
agility, such as by simplifying previously overly complicated policies, more fexibility 
will be possible. If you use every opportunity to reinforce the new, and the reason why 
this is needed, and you learn from experiments, you can start to fexibly ‘institution-
alise’ the new, which itself should be seen as a provisional prototype to be reviewed for 
efectiveness. 

Tere are many legitimate areas for HR to use its expertise add value, and so the 
time is right for practitioners to embrace agility and customer-centricity, collaborate 
with colleagues from marketing, sales or other external facing functions which lead cus-
tomer experience projects. To build workforce resilience and agility in a sustainable way, 
existing workers should be actively equipped for the digital future through continuous 
reskilling. And at the same time emphasising human strengths in the collaborative rela-
tionship between people and between people and machines. 

Purpose around the customer provides the ‘glue’, which holds the organisation 
together as it transforms itself and is the core of an agile organisational culture. Perhaps 
the next stage is that proposed by Lawler (2014) who argues that the most efective organ-
isations are enterprises that are sustained by solid fnancial performance, while improv-
ing the lives of people, the health of communities in which they live and the condition 
of the planet. Tese have the greatest capability of all to fexibly reconfgure both their 
organisation and work system designs. 

Once you start to spread this understanding about who you are as an organisation, 
why you exist, how you want to be, that message spreads far beyond the boundaries 
of an organisation. You start improving things, not blindly following rules but asking 
deeper and more important questions. Indeed, lessons from system-wide change sug-
gest that the organisation itself is the best laboratory for learning; that structural and 
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interpersonal changes must complement and reinforce each other; that adult learning 
starts with behavioural change rather than cognitive change (Beer and Huse 1972). 

By taking an integrated approach to implementing agility, there is less risk of agility 
becoming simply the latest management fad and more chance of delivering high value 
outcomes for delighted customers and other stakeholders. At the same time, HR will be 
equipping the organisation with the keys to sustainable success – resilience, motivation 
and adaptive capability ft for the twenty-frst century. In the process, HR gets closer to 
the customer itself, improves its own practices, and increases its relevance and credibility. 
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Learning across boundaries 

Tere is nothing new under the sun; but there are new suns. 
Octavia E. Butler 1998 
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Te Fourth Industrial and Information Revolution is irrevocably changing today’s work 
world. Te need for organisations to innovate and adapt to a rapidly changing market-
place and economic landscape, especially now as technology races forward, is a given. 
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Understanding where and how to innovate is more of a challenge. As Butler (1998) points 
out, we need to broaden our horizons since our current understanding of what will gen-
erate future value in a fast-changing world is limited. What is clear is that organisations 
need to be good at knowledge generation, appropriation and exploitation. As Leadbetter 
(2000, p. 70) argues, companies need to invest not just in new machinery to make pro-
duction more efcient, but in the fow of know-how that will sustain their business. 

Many of the capabilities associated with ‘agile’ organisations – such as the ability to 
sense and respond to changes in their environment, to move information freely between 
customers and decision makers, and to improve organisation capability through learn-
ing from experiments – are consistent with the characteristics of learning organisations. 
Since intangible organisational value is largely held by the workforce, developing the 
abilities and potential of those who work on behalf on the organisation is now a strate-
gic necessity. To transform an organisation, it is necessary to look beyond training and 
attend to structures and the organisation of work as well as the culture and processes 
(Finger and Brand 1999). 

CHAPTER OVERVIEW 

In this chapter we shall consider the importance of building a learning culture. We shall 
look at the roles of leaders and HR in building this culture. We shall also consider how 
learning can take place formally and informally across boundaries through teams and 
networks. We shall cover: 

• Defning learning organisations 
• Knowledge management 
• Building a learning culture 
• Team working across boundaries 

LEARNING OBJECTIVES 

• To explore the importance and elements of learning cultures 
• To consider how barriers to shared learning can be overcome 

INTRODUCTION: DEFINING LEARNING ORGANISATIONS 

Te notion of ‘the Learning Organisation’ became popular in the 1990s, then appeared 
to fade away in the noughties. Defnitions of what is meant by the term vary. Peter Senge, 
author of Te Fifh Discipline (1990, p. 1) and one of the leading proponents, states that 
a learning organisation is one ‘where people continually expand their capacity to create 
the results they truly desire, where new and expansive patterns of thinking are nurtured, 
where collective aspiration is set free, and where people are continually learning how to 
learn together’. Such organisations foster inquiry and dialogue, making it safe to share 
openly and take risks. For David Garvin (1993) a learning organisation is: ‘an organi-
sation skilled at creating, acquiring and transferring knowledge, and at modifying its 
behaviour to refect new knowledge and insights’. 

Tese authors concur that learning organisations are skilled at fve main activities: 
systematic problem solving, experimentation with new approaches, learning from their 
own experience and past history, learning from the experiences and best practices of 
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others, and transferring knowledge quickly and efciently throughout the organisation. 
Each is accompanied by a distinctive mind-set, tool kit, and pattern of behaviour. Senge 
(1990) identifed fve disciplines that are essential to creating an organisation which can 
learn. Tese are: 

• Systems thinking – which considers the interrelatedness of forces and sees them 
as part of a common process. ‘System dynamics’ involves looking for the complex 
feedback processes which can generate problematic patterns of behaviour within 
organisations. 

• Personal mastery – which acknowledges that we are all a signifcant part of the sys-
tems we work within and ‘the most signifcant leverage may come from changing 
our own orientation and self-image’. Concepts include personal visioning, treating 
emotions respectfully and the leader as coach. 

• Mental models – which involve the ability to refect and the theories which make 
up our current reality. Having the ability to develop and test new mental models 
will be essential for future-oriented learning and development. 

• Shared vision – which involves gaining the commitment and focus which comes 
when a vision is genuinely shared. Te vision should provide clues as to the organ-
isation’s deep purpose and ways must be found of involving people at every level of 
the organisation to speak and be heard about things that matter to them. 

• Team learning – in which collective aspiration gives team members a compelling 
reason to begin to learn how to learn together. Team learning is vital because teams, 
not individuals, are the fundamental learning unit in modern organisations. Team 
learning is built around ‘dialogue’ – the capacity of team members to suspend as-
sumptions and enter into free-fowing discussion that allows the team to ‘think to-
gether’. Tus, a team can uncover insights that would not be attainable individually. 

WHY LEARNING ORGANISATIONS? 

Various studies (De Geus 1997; Collins and Porras 2002; Peters and Waterman 2004) 
suggest that becoming a learning organisation provides a competitive advantage. As 
Ghoshal and Bartlett (1998) suggested, ‘Te age of strategic planning is fast evolving 
into the era of organisational learning’. Learning organisations are built to last, are su-
perior competitors whose brand equity their competitors cannot match, and they attract 
and retain the best talent. Arie de Geus, who headed up Royal Dutch Shell’s Strategic 
Planning Group in the 1980s, with colleagues conducted research into ‘long-lived’ or-
ganisations that had been trading successfully for more than 100 years, as Shell nearly 
had at that time. Tey were curious to know what accounted for these ‘living’ companies’ 
longevity. Tey found these organisations shared some common features: 

• Sensitive to their environment: able to learn and adapt 
• Comprised of a community with a shared identity 
• Able to build constructive relationships inside and outside of the business 
• Able to govern their growth and evolution efectively 

With respect to strategy, such organisations have a diverse, adaptable portfolio. Tey are 
tolerant of activity at the margins, including by mavericks. Tey are future focused and 
use scenarios, imagining many versions of the future to guide decision-making. Tey 
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survey the environment ofen and plan long-term. Tey learn as they go along: ‘You do 
not navigate a company to a predefned destination. You take steps, one at a time, into an 
unknowable future’ (De Geus 1997, p. 186). 

Similarly, Ghoshal and Bartlett (1998) found that what they called the ‘individualised’ 
organisation had the following characteristics: 

• Its ability to inspire creativity and initiatives in all its people 
• Its ability to link and gain leverage from pockets of entrepreneurial activity and 

individual expertise via organisational learning 
• Its ability to renew itself continuously. 

Teir argument also spans individual action, structures, capabilities, concepts and 
processes as a portfolio. 3M for instance was good at encouraging creativity; McKinsey 
and Skandia were good at gaining leverage through organisational learning; ABB was 
good at corporate renewal. 

Conversely, many of the so-called ‘Excellent’ companies in the Peters and Waterman 
study later failed to maintain their leading edge when market conditions became more 
turbulent. Tese previously successful organisations may perhaps have become compla-
cent and over-confdent (Kahneman 2011). Previous mental frameworks or paradigms 
for success (i.e. internal representations of the external worlds in which we operate) may 
have been stuck in the past, becoming a ‘blind spot’ that caused executives to ignore what 
was hidden in plain sight. Seeing no reason to continue to learn, their lack of market 
sensitivity efectively screened out the arrival new challengers. By the time they became 
alert to the danger, it was usually too late to respond efectively. Typical symptoms of 
failing to learn include: 

• Duplication of efort 
• Wasted time (which managers do not even notice because they are too busy) 
• Repeated learning curves 
• Slower rate of innovation 
• Higher threats to the speed and quality of service 

Too ofen companies get in the way of their own attempts to innovate when they miss 
out the vital enabling factor -equipping individuals in the organisation with the broader 
mindsets and skillsets they need to do this. Many also fail to adopt the kinds of learning 
practices required for innovation. As De Jong et al. (2015) point out: ‘a surprising number 
of impressive innovations from companies were actually the fruit of their mavericks who 
succeeded in bypassing their early approval processes. Clearly, there is a balance to be 
maintained: bureaucracy must be held in check, yet the rush to market should not under-
mine the cross-functional collaboration, continuous learning cycles and clear decision 
pathways that help enable innovation’. 

So lower levels of learning in the post-industrial society reduce a company’s life ex-
pectancy in a world in which success depends on the ability to maximise the use of 
the available brainpower. Particularly when facing new situations, leaders and managers 
must establish routines that bring limiting paradigms to light and then enable them to be 
changed so that individuals and organisations can adapt more efectively to the new envi-
ronments which surround them. It is important to be systematic, to go through the usual 
routines, check the facts versus assumptions and open up the issue for other people’s 
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ideas. Leaders and managers can shape the dynamics of their own teams by surrounding 
themselves with a diversity of people who are unlikely to see things automatically from 
the same point of view. Such groups could be tasked to question upcoming decisions and 
the thinking on which they are based. 

New measures of value 

In today’s knowledge and service economies, factors of production are no longer land, 
labour or capital, as in the industrial era, but talent, skills and knowledge. Te trend to-
wards greater use of mental-based skills and talents rather than the application of hu-
man physical power will accelerate. At the heart of the Information Revolution is low-cost 
computing and connectivity which is transforming work, services and products and ena-
bling people to communicate externally and internally on a more extensive basis than ever 
before. Tis speeding up of communication brings new opportunities for creating value 
and the need for new measures to protect existing value. Apple for instance succeeds by 
perceiving unrecognised marketplace needs and creates new products to fll them. 

Zubof (1988) argued that ‘Te 21st century company has to promote and nurture the 
capacity to improve and innovate. Tat idea has radical implications. It means learning 
becomes the axial principle of organisations. It replaces control as the fundamental job of 
management’. Tis transition is still ongoing. Learning involves innovating or creating 
new knowledge, retaining that knowledge, and transferring the knowledge throughout 
the frm. Increasingly, frms are organised in a distributed fashion to take advantage of 
diferences in expertise, labour costs, and access to markets that exist around the world. 
Managing these distributed organisations efectively requires that knowledge be retained 
and transferred from one organisational unit to another. Ray Stata was famously quoted 
in a 1995 edition of Te International Journal of Organisational Analysis: ‘Te rate at 
which individuals and organizations learn may become the only sustainable competitive 
advantage lef’. 

New measures of value suggest that the market value of a company is based on both 
fnancial capital and intellectual capital. Intellectual capital represents the intangible 
assets of an organisation. One element of this is ‘structural’ capital, in which some of 
the organisation’s knowledge, processes and procedures can be captured and retained 
as intellectual property. Developing and exploiting knowledge capability within an or-
ganisation may be one of the few relatively untapped sources of competitive advantage. 
Te other two forms of capital – ‘customer’, such as the brand, reputation, relationships 
and ‘human’, such as people deploying their talents – represent the real competitive ad-
vantage since it is the ongoing development of ideas, products and services that meet 
customer needs which ensures that the organisation is sustainable. 

Some companies – such as GE and Johnson and Johnson – are leading examples of 
business success being enriched by learning practice. GE’s Crotonville learning centre 
drives continuous learning by managers and other leaders, as they return to Crotonville 
to learn and teach at critical transitions in their careers. Johnson & Johnson, inspired by 
its famous credo, constantly improves products and invents new ones, always with the 
user at the centre of its focus. Toyota Motor Co. uses lean manufacturing and continuous 
improvement to make small but never-ending improvements in products and processes. 
Such companies operate from a foundation of solid basic principles and values, as well 
as their continuous learning to keep them thinking and acting ahead of their competi-
tion. Tey constantly create markets, market approaches, products and greater customer 
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value, and they never let slip the market advantage they have worked so hard to acquire 
by letting their competition out-think or act ahead of them or faster than they can. 

Since few organisations have a blueprint for the future or can confdently predict the 
precise talents and skills needed for future success, growing fexible and high-calibre tal-
ent with the skills to survive and thrive in conditions of low agreement and low certainty 
makes sense. A well-educated workforce will anticipate, accept and eagerly support 
change. If an organisation focuses on building good intellectual capital, it will become 
an employer of choice for talented new entrants interested in rapid development. Te 
challenge of managing intellectual capital is ensuring that it does not walk out of the 
door. Tis requires a long-term view, a willingness to learn from the situations you fnd 
yourself in and a strategic approach to talent planning which not only creates tight links 
between the organisation’s strategies and a broad range of learning activities but also has 
an underpinning culture in which learning is valued and encouraged. In other words, to 
prepare for an unknown future, you need good people who feel connected to the organ-
isation and are willing to contribute to the shared endeavour over time: 

If a company has not organized its personnel in a way that allows fast learning and 
the conditions of ‘focking’ (learning in groups), or if it doesn’t do, intensively, things 
like career development, it will be hurt. 

(De Geus, 1997) 

To create the conditions for mobility, the space for innovation, and an efective system 
for sharing knowledge, a strong win–win relationship is needed between employees and 
employers. Tis means recruiting with cohesion and continuity in mind and developing 
the potential of the community’s members. Tis becomes the foundation for faster insti-
tutional learning on which success in the New Economy depends. 

Knowledge management 

Knowledge, especially access to knowledge, will increasingly play an important role with 
regard to power. Knowledge reduces uncertainty and supports fexibility in attitude and 
behaviour. Knowledge management is about harnessing the knowledge and experience 
that people have. Knowledge of all forms exists in diferent parts of an organisation, 
but very few organisations have a ‘map’ of the knowledge available. Consequently, latent 
knowledge is vastly under-utilised. Te amount and pace of change within businesses to-
day makes it difcult to keep abreast of existing knowledge, let alone identify the knowl-
edge needed for the future. A Chief Executive of Hewlett–Packard, for example, has been 
quoted as saying ‘If HP knew what HP knows, we would be three times as proftable’. 
Managers may therefore be unaware of the vast potential on ofer. 

Traditional accounting systems for valuing organisations typically fail to register the 
value of that knowledge since it is notoriously difcult to measure and, by its nature is ‘im-
plicit’, ‘tacit’, inside people’s heads. Te real value of a company is what acquirers are willing 
to pay to gain access to staf and their skills and knowledge. In sectors such as advertising, 
fund management and consultancies, many organisations on the acquisition trail have 
found that they have bought nothing if key staf in the acquired company walk away. 

In some sectors, in quest of leanness, staf turnover has been so great that there are 
ofen few people lef within the business who really know how to get things done. Arnold 
Kransdorf (1995) studied organisations that previously had low rates of staf turnover 
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and now experienced a wholesale turnover of staf every four or fve years. He coined the 
term ‘corporate amnesia’ to describe the loss of learning to the company when staf lef. 
He found that in some cases, expensive mistakes were repeated while in others, high-cost 
systems could no longer be used since all the staf were new and there was no one lef 
with the relevant experience who could teach them. Particularly costly was the loss of 
customer information acquired over years by employees who were invited to retire early. 

‘Explicit’ information, as detailed in databases, staf manuals and process maps, 
shows only a small part of the real knowledge assets of a company. Te intangibles, such 
as know-how, information on stakeholder relationships, experiences and ideas, represent 
the critical knowledge. Such information tends to stay in the informal system of the 
organisation where it is shared by only a few people. Information alone is not the real 
asset; it is what people do, or are prepared to do, with that information which turns it into 
valuable, shared knowledge. It is how people convert information into knowledge and 
the way they use that information to shape decisions which represents the real knowl-
edge asset. 

Knowledge tends to generate other knowledge when people work collaboratively and 
share ideas with each other. Tis reinforces the idea that knowledge management is not 
the exclusive domain of IT specialists but is of direct relevance to line managers and HR 
professionals. It’s about connecting people and creating a culture where senior people 
think that knowledge sharing is worth investing in. Flatter, agile structures, with their 
emphasis on teamwork and smart ways of working, should be ideally suited to the gener-
ation and sharing of knowledge. Performance management and incentive systems should 
enable and reward the building and sharing of knowledge and skills. 

Develop a knowledge management framework 

If knowledge underpins every value-added activity that an organisation carries out, 
learning and the generation of new knowledge should be encouraged and managed as 
a strategic asset and the processes of creating and sharing knowledge identifed. Te 
frst step is to determine what knowledge really is important for delivering strategic ob-
jectives and who has that knowledge. Tis may involve brainstorming to fnd out what 
knowledge is critical to the organisation and prioritising the strategic knowledge assets. 
Tis body of knowledge must be managed and developed for its full potential to be re-
alised. Assign someone to manage these, making people accountable for managing that 
critical knowledge. 

Decide on a knowledge ‘architecture’ including guidelines which gives people 
guidance on what kind of data are valuable enough to retain and make available. Tese 
will include not simply product information but also useful practical knowledge such as 
lessons learnt from experience with customers, projects, etc. It’s important to map how 
this knowledge integrates with other key processes, spotting when knowledge assets are 
being under-utilised and fnding ways of getting knowledge onto people’s agenda. 

Identify ways in which knowledge can be captured, shared, communicated and 
organised for easy retrieval and for existing knowledge to be built upon. Start with 
existing projects and involve people in fguring out how knowledge sharing can work 
so that that they understand the benefts to them and take ownership of the knowledge 
process. Provide appropriate infrastructure in the form of communications technology, 
systems design and applications tools. Typical mechanisms for information transmittal 
and difusion include brief reports, stand-up meetings, daily e-mails and town meetings, 
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rewarding people for using these mechanisms, and disciplining people who do not, and 
creating central repositories of relevant knowledge. 

However, some general enabling conditions must be in place for knowledge manage-
ment to be efective. Top leaders must own the learning and knowledge management 
agenda. Tey must work to create a culture of trust and teamwork in which collaboration 
is the norm and also build an appropriate infrastructure, together with supportive tech-
nology, to facilitate learning. As Morgan (1993) suggests: 

You can’t create a learning organization … But you can enhance people’s capacities 
to learn and align their activities in creative ways. 

Refective activity 

• Why do some organisations learn and others fail to learn? 
• How can you increase the rate of learning at your frm? 
• What is stopping you from implementing more ideas more quickly? 

Barriers to sharing knowledge 

While people at the top of organisations generally want innovation and people on the 
front line are usually keen to innovate, there are a number of important barriers to or-
ganisational learning embedded in business-as-usual that prevent organisations from 
making the most of their intellectual capital. One challenge is the pace of change which 
ofen prevents people from pausing to refect. Another challenge is the increasingly fex-
ible nature of the workforce. Capitalising on the skills, knowledge and experience of the 
workforce is challenging enough, but capturing the knowledge of a fexible, mobile work-
force, including consultants, contractors and others whose afliation to the company 
might be temporary, is even more difcult. 

A more fundamental barrier may have its roots in the ongoing uncertainty of the 
employment market, concerns about job security for many people and a lack of career 
progression routes. Traditionally people have progressed their careers through hierar-
chies by becoming knowledgeable – about issues, technical and professional bodies of 
knowledge and about how the organisation works – and being able to use that knowledge 
to get things done. Te axiom ‘knowledge is power’ is evident when skills and knowledge 
are in short supply, as are certain types of IT skills currently. 

In the information age, there is a potential clash between employee and employer 
needs with respect to how information is developed and distributed. Te dictum ‘knowl-
edge is power’ is in confict with ‘knowledge is to be shared’. From the organisational 
perspective there are clear benefts in the pooling of information, about clients for ex-
ample, and the generation of shared knowledge, thus preventing the organisation from 
becoming dependent on any single employee’s knowledge. From the individual point of 
view, however, there can be little incentive to share information if by so doing you render 
yourself dispensable or lose bonuses by doing so. 

Although fatter structures should facilitate knowledge sharing, they can also rein-
force people’s desire to hoard information since they intensify competition for scarce 
promotion opportunities. Te internal market value of certain types of knowledge can 
lead to political battles being waged in many organisations. In these uncertain times, 
valuable experience and expertise are seen to be a means of keeping your job when those 
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about you are losing theirs. For some people, career uncertainty is not the issue. Tey 
may simply not want to share their expertise beyond their own boundaries if it means 
reducing their power base as ‘the expert’. While Charles Handy (1997) identifed knowl-
edge as only one of seven forms of power, knowledge can give individuals internal and 
external career trading power which few would wish to give up, given the ongoing un-
certainty of the jobs market. 

Clearly there has to be a shared platform of trust and mutual benefts, such as the 
opportunity for employees to develop valuable new skills through the team process if 
people are to see benefts in collaboration. For while there is plenty of anecdotal evidence 
that people who develop efective knowledge management processes derive development 
and personal satisfaction from their new forms of learning, yet the barriers to knowledge 
collaboration can be strong. 

HR and other systems such as reward can sometimes undermine people’s willing-
ness to share information which might be useful to others. For example one major UK 
broking frm became concerned that they were failing to serve clients well because the 
relevant client information was usually in the head of one ‘client manager’ individual. If 
that individual was sick or lef the frm, their knowledge was no longer available. For fear 
of disrupting powerful client managers a new policy was quietly introduced that led to 
the redistribution of responsibility for client management to a wider group. Clients soon 
became increasingly irritated by the numerous new contacts they were receiving from 
the same frm, while previous client managers were unaware that other employees were 
in touch with the same client. 

Te frm installed expensive hardware and sofware to ensure information about 
clients was kept up to date. Tey were puzzled when employees did not update records 
or use the new resource. Tis was not a case of ‘technophobia’ – another common bar-
rier to knowledge management processes, as previously client managers had managed 
their own client database. Tey came to recognise that because people continued to be 
individually rewarded for the ‘deals’ struck, there was no incentive for people to share 
information about the client. It was not until rewards were attached to the quality of 
the client relationship, and teams were able to share some of the bonuses attached, that 
people’s behaviour and use of the system began to change. Some of the previous main 
critics of the new system became its champions when they could see advantages to them 
in ensuring that the client information was kept fresh and updated. 

Another common barrier to the sharing of organisational learning is that people of-
ten focus rather narrowly on their jobs, rather than on the purpose of the organisation 
as a whole. In organisations with a heavy emphasis on short term delivery, making time 
for reviewing what they have learned and sharing knowledge for longer-term gains can 
seem an unwarranted extra, an impediment to getting the job done now. Some teams 
demonstrate ‘us and them’ mentalities which cause defensive and political behaviour 
over turf issues. Perhaps the biggest obstacle to shared learning is if people get blamed 
when things go wrong. 

One reason why some leaders may fail to recognise the importance of organisational 
learning may be embedded in the dominant culture of rationalism refected in many 
Western management theories of recent years. Tese only tend to value explicit knowl-
edge. Nonaka and Takeuchi (1995) suggest that Japan is fundamentally more innova-
tive because the Japanese emphasis on the holistic nature of mind and body, values tacit 
knowledge, which is both elusive and abstract. Indeed, the growing interest in recent 
years in emotional and other forms of intelligence, has fnally percolated into Western 
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management vocabulary. It is increasingly recognised that developing the emotional 
intelligence of senior managers is key to helping them to champion knowledge man-
agement in their capacity as leaders. It provides insights into how to support a culture 
change from a relatively hierarchical and infexible system to a more fexible, innovative, 
customer-focused learning culture. 

When the new CEO of a major electronics company visited all its decentralised busi-
ness units, he was amazed to fnd that there were many initiatives under way in separate 
units which could be useful to the work of other units – but no one apart from the CEO 
had the full picture. Te CEO insisted that interchanges between units were established 
so that the organisation could beneft more widely from these new approaches. 

So the tone set by senior management is absolutely critical to the successful 
implementation of learning and knowledge management strategies. Leaders must recog-
nise the importance of learning and maximising knowledge for innovation and should 
actively promote research and development across the organisation to create and market 
new products, services and ways of working. Tey should develop success criteria for 
knowledge management projects and invest in a standard, fexible knowledge infrastruc-
ture using multiple channels for knowledge transfer. 

Leaders must recognise the impact of their own behaviour, such as how they react 
to critical incidents, which teaches people what leaders really care about. Tey should 
work to create a safe and respectful climate where individuals and teams learn to speak 
up, trust each other, feel comfortable experimenting, take risks and learn together. It’s 
about stimulating a growth and innovation mindset where people work at the intersec-
tion between disciplines, ask themselves ‘what if ’ questions, seek out diverse perspectives 
and want to test ideas. To create a psychologically safe climate requires leaders to be 
humble, willing to accept that they do not have all the answers, and genuinely curious 
about other people’s perspectives. Tis is not about compromising on work standards. 
As Pisano (2019) points out, a tolerance for failure (to enable experimentation) must be 
matched by an intolerance for incompetence (to strengthen accountability and delivery). 
Building a culture of competence means that leaders at all levels should deliberately en-
courage employee development and raise standards of performance, including in the 
recruitment of new talent. 

Overcoming barriers to the sharing of knowledge 

Overcoming all these barriers is a tall order yet is essential. Any organisation seeking to 
introduce knowledge management systems needs to be clear about potential obstacles 
to the sharing of knowledge and address those obstacles so that people can identify the 
‘what’s in it for me?’ factor. 

Key to this is individuals being able to identify sharing of knowledge as being in their 
interest. In broad terms, knowledge management has to address three key activities: 

• Motivating people to share information 
• Developing a system for managing and storing information 
• Motivating people to use the knowledge available to them 

Successful learning organisations avoid corporate amnesia and perpetuate their ad-
vantage by encouraging people at all levels to collect and capture information across 
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all boundaries, making sure that information is shared – not forgotten or hoarded. 
(Advances in electronic media over the past decade or so have made this much eas-
ier). Sharing existing knowledge makes it more productive and helps to create new 
knowledge. The more information is used, the more it develops and grows. So if 
casual information sharing becomes a way of organisational life, when key talent 
leaves the organisation, at least some of their knowledge will remain with colleagues. 
Linking individual growth and progression to knowledge acquisition will assist this 
process. 

Refective activity 

In your organisation: 

• What can managers do to increase the likelihood that their frms learn from suc-
cess as well as failure? 

• How can innovation be fostered in organisations? When is an open innovation 
policy likely to be successful? 

• What qualities do we value when recruiting or designing learning programmes? 
• To what extent are people empowered to try out new ideas? 
• Do we recognise and reward risk-taking? 
• Are people blamed for failure when initiatives do not succeed? 
• What are the main knowledge assets and how is knowledge shared? 
• What are the most efective methods of learning and developing new ways of 

thinking? 
• Do teams and business units actively collaborate on projects? 

REQUISITES FOR  A LEARNING CULTURE 

For knowledge management, or the development of intellectual capital, an open, collabora-
tive culture is needed in which learning is valued (Mueller 2011). Tough teams are the cen-
tral learning unit, learning organisations with a supportive context tend to work at scale. 

Supportive leadership 

Supportive leadership is vital to the creation of a learning culture. CEOs must set the 
style, creating a clear shared vision and values about the efective creation and dissem-
ination of knowledge. Yet conventional leadership theories may not be enough to equip 
leaders for this task. In line with the living system metaphor, Richard Hale and Dave 
Ulrich (2021) suggest that post-pandemic leadership in ‘an unknowable normal’ may be 
more about anthropology and curiosity than analytics and solutions. Tey suggest that 
the ability to lead from a position of not knowing will be the leadership diferentiator 
for the future and requires ‘leadership curiosity or the ability to explore options and ask 
good questions may be more important than total clarity. Exploring options or mysteries 
may be the path to wisdom and insight rather than intellectual cleverness, problem-
solving, or question answering’. 

Similarly, leaders may need to adopt the practices of elite teams described as 
‘superforecasters’ by Tetlock and Gardner (2015). Tese improve their predictive ability 
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by accepting that nothing is certain or predetermined. Terefore, it is important to be 
open-minded, curious, self-critical and honest. It’s about being willing to change one’s 
mind and frequently checking one’s own and others’ cognitive biases. Te emphasis 
should be on growth, quality improvements, resilience and empathy. 

HR can determine with senior managers what the learning culture should look like, 
set clear expectations about how the organisation should operate, then agree actions and 
responsibilities to move the culture in the desired direction. Trust is a vital enabling 
component in the human aspects of knowledge management. Leaders need to encourage 
this by communicating at the right level – senior managers ofen talk down to employees, 
or at too senior a level to make sense lower down the organisation – so they must express 
clearly both in language and through their own behaviour the value the organisation 
places on learning. Getting the communication right is all the more important when 
connecting with staf in remote working contexts. Some of the ways leaders and manag-
ers can do this include: 

• Giving everyone in the team enough air time, for instance agreeing a ‘right to 
speak’ during Zoom calls. 

• Holding ‘lockdowns’ to ensure key issues get the time and attention they need from 
the right people. 

• Talking freely about what they are learning from outside the organisation’s 
boundaries. 

• Using experts to impart information and involving contractors and fexible work-
ers in communications strategies. 

• Showing interest and publicly questioning others about what they are learning. 
• Personally conducting afer-action reviews. 
• Reviewing projects at key junctures. 
• Working to eliminate any resistance to learning that might appear. 
• Encouraging cooperation by focusing on key moments of truth and identifying the 

interdependencies, making sure people are getting the help they need from others, 
including from managers. 

• Actively eradicating ‘blame culture’ behaviours. 
• Making sure that people are recognised and rewarded for learning and the sharing 

of best practice with growth, jobs, promotions and even fnancial compensation; 
and people who don’t learn are managed out of the organisation. 

Leaders must demonstrate how they themselves continuously learn and force themselves 
to stay open to learning, even when business conditions make it difcult. During the 
pandemic there were many examples of managers changing their ways of interacting 
to engage staf working virtually. Some are regularly spending a few minutes on Zoom 
in one-to-one conversations with each of their team members asking, ‘what are your 
current priorities?’ ‘what are you worried about?’ ‘is there anything you need to know?’ 
By focusing on what really matters and connecting with what people really care about, 
leaders have been able to help their teams to successfully navigate a host of problems 
and priorities. Daily collective check-out meetings via video conference at the end of the 
working day can include both a task and a mood review, as well as sharing new learning. 
To sustain this innovative approach to managing people going forward, especially as 
more hybrid working patterns are likely to emerge, will mean deliberately ensuring that 
people working in diferent ways feel included and valued. 
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Learning for self-development 

Creating a win–win employment relationship involves ofering people development 
opportunities. Whether in the context of personal development, leadership develop-
ment and organisational development, we know that learning has the capacity to trans-
form people and organisations. Increasingly, frms are creating the infrastructure for 
self-development through online or virtual training, providing a mix of learning and de-
velopment methods ranging from digital learning to team-based collaborative learning 
that provide opportunities for accelerated self-development. While decades ago, some 
large companies set up corporate universities, many now establish learning resource cen-
tres. One such centre is designed to support fve operational objectives: 

• Te development of key role and core organisational competencies 
• Training by alternative media 
• Corporate initiatives such as the executive learning programme 
• Professional studies in line with the company policy 
• Enabling vocational qualifcations. 

Key to the centre’s success is actively encouraging employees to take responsibility 
for their own development, internalising lessons as they go along, asking themselves 
questions such as ‘what are we learning? What is this teaching us’? Employees create 
development plans and negotiate their needs with their managers. If development is 
directly linked to a person’s role, it is considered legitimate that they spend work time ac-
quiring the new skill or knowledge. Employees have access to a wide range of resources at 
the learning centre whose staf are available to provide help and advice. If employees are 
unable to visit the centre in person, materials are sent out to them physically or accessed 
virtually. Materials on similar topics are provided in a variety of formats to suit diferent 
learning styles and remote learning. Copies of management development materials from 
training programmes are also available so that people can catch up on development they 
may have missed. Te centre also provides development resources for diferent kinds of 
teams. Te centre is proving an attractive feature for recruits and also shows existing 
employees they are valued. 

Underpinning learning cultures are notions of organisations as living communities with 
a shared identity and a common set of values. Training is provided to support individuals 
to reach their maximum potential. Tere is job mobility, promoting from within, network-
ing and knowledge sharing is encouraged. Firing people is a last resort. Astra Zeneca (AZ) 
shows commitment to its workforce through investing in development. AZ recognises that 
to drive growth through innovation they must empower their workforce to renew and re-
fresh the skills and capabilities they need to thrive in an ever-changing world. Tey are 
creating a learning ecosystem based on the 3 Es – Experience, such as stretch assignments, 
learning reviews, shadowing, job rotations; Exposure – coaching, mentoring, feedback, 
teamwork, networks, communities of practice; Education – e-learning, webinars, seminars, 
structured programmes and accreditations. Te aim is to equip all employees with 
future-ready capabilities ft for an unpredictable environment. For instance, in the Digital 
Awareness Hub (Part of AZ’s Digital and Data Academy) people can learn about What is 
Digital? Digital Leadership; Digital Lexicon; Organisational Responsiveness; Change Read-
iness; Data; Data Science and AI; Agile; Design Tinking; Lean. Learning methods encour-
age collective sense-making. 
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Training 

Training plays an important part in building an agile learning culture. L&D can ensure 
that training and educational activities are both short- and long-term oriented and build 
the skills people really need. Tese include the ability to confdently seek knowledge 
from other people, inside and outside the organisation, as well as team skills and the 
willingness to collaborate with others to create new solutions. For some employees, 
technophobia prevents them from keeping up in today’s workplace. A few years ago, 
recognising that some employees needed help, Marks & Spencer declared an IT amnesty 
for staf so that all employees could get up to speed with computers. Providing training 
in IT systems, digital and information skills can help employees develop key skills for 
the workplace of tomorrow, which will enhance their employability. Tese include basics 
such as time management, learning techniques and networking skills. Other useful skills 
include resource investigation, communication and diagnostic skills, and team-based 
problem-solving. 

Unipart, a company intensely focused on operational excellence and lean management 
has developed learning routines which target operational performance and continuous 
improvement. It has an in-house learning and development operation, the Unipart U (or 
university) that acts as a one-stop shop for all the organisation’s learning. Staf use the U’s 
database to work out what they need to know and then take responsibility for learning 
it. Tey go to the ‘Faculty on the Floor’ for short, focused training and problem-solving 
sessions in the work area of each business unit, rather than traditional classrooms and 
they apply it immediately: ‘learn at 10 – do at 11’. Te Unipart U provides programmes 
that lead to national vocational qualifcations, and also ofer assistance to more sen-
ior staf including access to a body of knowledge on strategy. Tis refects the ‘Unipart 
Way’ that brings together a philosophy of empowerment and devolved accountability, an 
alignment of objectives from top to bottom of the organisation, a core process improve-
ment methodology (deployed consistently throughout the organisation), and continuous 
learning and progression (every employee has a development plan and a coach). 

It is important to remember, however, that learning is not just another word for train-
ing. According to Sharon Varney (2008), many established practices around learning (e.g. 
analysing learning needs and articulating desired learning outcomes) are frmly rooted 
in the training world and may not serve us so well when our goal is to unlock the trans-
formational nature of learning in pursuit of organisational change and transformation. 

To foster a learning culture in the virtual world, the learning experience should be 
re-imagined. Tere must be a shif away from conventional e-learning towards co-creating 
virtual experiences with employees so that people can apply the learning directly, and 
also experiment. Te design principle should be that one-size-fts-one, not all. A learning 
experience might include for instance short videos, including executives talking about 
their own learning, bringing a range of learning resources to bear on so-called ‘moments 
of truth’ where problems need to be addressed and embedding learning through facili-
tation in team meetings. Pre- and post-learning activities can keep the dialogue going in 
a helpful, reinforcing way. 

Feedback 

Building a learning culture is not simply a question of increasing spend on training but 
is also about developing learning routines. For WL Gore and Associates, innovation is 
key. So learning routines, which occur at both the individual and team levels, focus on 
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generating, nurturing and commercialising new ideas. Te organisational design and 
culture are based on mutual accountability, support for learning and trust. 

Learning organisations and the people in them use their own experience and that 
of others to improve their performance. In WL Gore and Associates, all employees or 
‘members’ are involved in ongoing feedback loops. Tis means they routinely seek feed-
back from their colleagues on ideas they have or actions they’ve taken and give feedback 
to others, including ofering forward focused ideas and suggestions, on a regular basis. 
Tey learn from past experience, review and systematically assess both their successes 
and also their failures, recording lessons learnt in a form that employees fnd open and 
accessible. Tis dynamic activity ensures that everyone is learning from everyone else 
all the time. Since continuous learning is systemically built into the organisation’s DNA 
and infrastructure, communication is open and widespread, and it is assumed everyone 
‘needs to know’. 

Risk-taking 

Ongoing programs need managers and employees who are trained in the skills required 
to perform and evaluate experiments. As they do so they need to feel the psychological 
safety which is so vital for experimenting and learning. In a learning culture, unlike in 
a ‘blame culture’, some risk-taking and a few mistakes are tolerated in line with the ‘fail 
fast, learn well’ philosophy. As De Geus 1997 (p. 183) points out, ‘Space must be created 
for people to experiment and take risks. At the same time, people cannot simply do what 
they like at the expense of the organisation’s common purpose. Clearly, one needs both: 
empowered people and efective control’. 

To create a learning culture, leaders need to understand that their actions infuence 
and shape the system. Managers should also be sensitive to the ways they handle crisis, 
confict and tension within the organisation. Many leaders fnd that accepting emergence, 
learning and the uncertain future that it implies can make them feel anxious. Tey may 
need support or training from HR/L&D to learn new ways of engaging. Managers need to 
understand their own tolerance of risk and ambiguity, develop ways of openly examining 
their individual and collective responses to anxiety, for instance when they avoid taking 
decisions when they do not feel they have enough data and so miss the moment to act. As 
Peter Cheese (2021) states: ‘You can’t steer a ship by looking at the wake – we have to learn 
to work in agile ways, innovate and try things, accept failure as part of learning and learn 
as we go, while maintaining a strong guiding focus on vision and purpose’. 

When the fve-star Mandarin Oriental Hotel in London was preparing to relaunch 
itself afer a lengthy and expensive renovation, a devastating fre broke out that meant 
the hotel had to be immediately closed again. Te new general manager and her team 
took the decision to retain all 750 staf while the work was carried out. Some were given 
the opportunity to be seconded to one of the other Mandarin Oriental sites abroad while 
the majority chose volunteering at major charities. Tese experiences gave staf a new 
perspective on their own roles. People were better able to empathise with colleagues and 
guests. Staf shared pictures of their experiences and a MOve Back training programme 
allowed each employee to put their knowledge into practice and also experience the hotel 
as a guest. Te result has been high levels of staf engagement and collaboration. Te fact 
that the leadership and HR already had strong processes and communication channels 
in place meant they could be agile when they had to change strategy. Having a plan al-
lowed them to be fexible (People Management April, 2019). 
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Specifc knowledge roles 

Various Western companies have acknowledged the importance of the management 
of knowledge by appointing a ‘chief knowledge ofcer’. Tough these are currently few 
in number in the UK, many have grouped together in networks to share learning on a 
pan-organisation basis. Tis is not considered to be a breach of confdentiality. What 
works for one organisation does not necessarily work for others, but knowledge ofcers 
are honing their insights as to how to shape their own companies’ cultures to be support-
ive of the management of intellectual capital. HR can also help set up networks that bring 
together communities with a common interest in developing and sharing knowledge. 

Other new roles and responsibilities are being created. In some companies, there is 
a senior-level ‘knowledge sponsor’ who ensures board-level attention for knowledge is-
sues. Ten there are knowledge managers/facilitators who ofer support to client teams. 
Knowledge owners provide the expert input, and their responsibility is to keep up to date 
with the information fow. On the technical side there are information service providers 
and webmaster roles. 

DEVELOPING LEARNING ACROSS BOUNDARIES 

While creative thinking is coming up with something new, and invention is the crea-
tion of something that has never been made before, innovation is the implementation of 
something that has not been made before and typically involves prototyping. In periods 
of incremental change, when innovation results in improved service or products, cus-
tomers should be heavily involved in co-creation as they are the route to market. In times 
of crisis when normal business is disrupted, such as during the COVID-19 pandemic, 
innovation is recognised as key to providing breakthrough solutions. Teams are getting 
together virtually to ask themselves: 

1. What problem do we solve for our customers? 
2. In what new ways could the problem be solved? 
3. What new problems will our customers have? 
4. What big assumptions are we making about our business which might no longer be 

true? 
5. What entirely new product or service could we sell? 
6. How would a dynamic new start-up solve our customers’ problems with new 

techniques? 

Teams 

Teams are the primary innovation vehicles in agile organisations. So learning design 
must incorporate a development focus on team, as well as individual. Teams can become 
active learning units if L& D: 

• Teach people skills such as problem solving, appreciative inquiry, and setting up 
and evaluating experiments. Create some space for people to engage in refection 
and analysis. 

• Help people build their understanding of how adults learn, so they can develop their 
own learning strategies. Support them with practical tools such as questionnaires, 
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checklists or journaling (keeping a diary) that help them refect on what they are 
learning. 

• Open up organisation boundaries to stimulate the fow of ideas, through for ex-
ample, cross-functional projects, action learning teams focused on real business 
problems, or social learning groups. At an individual level, adopting augmented 
reality for learning thanks to increasingly sophisticated portable hardware such 
as headsets and glasses, allows individuals to move around a room between tasks, 
learning as they go. 

L&D can help teams establish learning organisation practice. For instance, following 
a learning activity, people can be encouraged to consider ‘who also would beneft from 
this?’ and transfer relevant and helpful learning to others. Te UK’s HMRC recognised 
that the HR team needed to continue to develop its own expertise if HR was to be able 
to play its part in building a learning organisation. Groups of HR professionals took 
part in day-long masterclasses for instance to understand macro-economic trends and 
the lessons to be learned from neuroscience. A key plank of the learning involves asking 
the HR community to share what they’ve been learning with others, helping the team 
face the future with confdence and revitalise and empower staf (People Management 
May 2016). 

Case: cross-boundary team working 

Efective teamworking across time or geographical boundaries can be difcult. A major 
international engineering company, whose UK base has a number of sites throughout 
the south and west of England, introduced some aspects of cross-boundary working in 
recent years through various quality initiatives. Te company wanted to increase the 
amount of project working which brings together the talents of key individuals from 
diferent sites for extended periods. 

Two teams were required to work together across two sites, 40 miles apart. Team A 
was longer-established and had essentially been working on a single major project with 
a very long-term deadline, while Team B had a range of projects with shorter deadlines. 
While team A, consisting of a central team of 30 people, was based at one site, team B was 
split between two sites. Both teams were considered by managers and the teams them-
selves to be highly successful, though team A was felt to have greater potential than had 
yet been realised, and the two sub-teams within team B operated almost independently 
of each other. Team members reported a sense of pride at being part of their team and 
were clearly motivated by being able to contribute to their team’s success. 

Research into how the potential of this team collaboration could be realised led to 
certain conclusions. It was found that having an efective leader becomes perhaps more 
critical for a cross-boundary team than for a conventional functional team. Te two 
team leaders took it in turns to be the overall team leader. Te leader has to manage the 
political interface and act as a shield for the team from the rest of the organisation. In 
fnding its own ‘third way’, the team needs the freedom to experiment and be genuinely 
‘empowered’ to discover the best ways of working. Tis is usually not a problem as long 
as the team is seen to be successful. In the early stages, though, the team leader may fnd 
his or her credibility under strain as the team learns from its mistakes. Te leader needs 
to be prepared to create an environment where experimentation is encouraged, and team 
members are supported for doing so. 
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Given the diverse backgrounds of team members, and that there may initially not be a 
lot of common ground between them, the role of the leader in providing a tangible focus 
and direction for the team becomes all the more important. Tey perform the important 
role of providing drive and determination in the face of difculties. Te leader must be 
both strategic and operational, seen as someone who ‘leads from the front’, setting a 
strong vision and objectives for the team. Within the two teams this was an aspect of 
leadership that was going well at the level of broad objectives, in that everybody was 
aware of the longer-term goals and quality/cost objectives. What was going less well was 
the setting of shorter-term objectives which gave people real focus in the context of a 
lengthy project. 

Te overall leader’s role was both internal and external to the team. Both leaders were 
reported to be ‘sold on teamworking’ and were efectively acting as coach and mentor 
to diferent team members. It was widely recognised that they needed to have excellent 
interpersonal skills not just for communicating with the team but also for helping the 
team communicate efectively with each other. In terms of style, both teams felt that 
decision-making should be the ultimate responsibility of the leader, to avoid functional 
experts pulling rank, but that decision-making should be carried out in a participative 
way. Te team leader was also seen as being responsible for communicating the team’s 
successes to the wider organisation and building up a strong profle for the team through-
out the business. Te team leader therefore needs to be visible, both to the team itself and 
within the organisation as a whole. 

Team builder 

It was recognised by both groups that there was a need for someone within the team who 
could act as the ‘spur to team excellence’. On some occasions this was carried out by the 
team leader, but not always. In both teams, an individual was identifed as a model for 
good team behaviour, proving that the team can change for the better. Tey were seen as 
natural leaders who are self-motivated, confdent and charismatic. Tey were also seen 
as supportive of failure and willing to try new things. As such, even without formal au-
thority, the team builders were seen as the internal motivator of the team to improve 
things, providing continuity, whereas the overall leader had to manage both the internal 
and external interfaces. 

More so than in a conventional team, the Belbin team role of team builder is called for. 
Tis aspect of the role is managing confict within the team. Tis is an area where prob-
lems are more likely, given the complexities within a cross-boundary team. Interviewees 
noted that the team builder acts as the oil on troubled waters, difusing confict through 
clarifying roles and creating a ‘union of individuals around common objectives’. 

Facilitators 

Te combined team used facilitators from the outset to help establish efective func-
tioning of the team, especially in the early stages. Te key functions of facilitators were 
described as enabling open communication, mediation and breaking down hostilities 
within the team. Opinions were divided as to whether facilitators would be needed over 
the long term and therefore whether the facilitator should be internal to the team or an 
external person. Tere was strong agreement, however, that in the early stages it was im-
portant for the facilitator to be external. It was felt that internal facilitators would not be 
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considered impartial and would be likely to sufer from role confict. It was also felt that 
an external facilitator would be more professional and expert in this role. 

Team members 

Team members noted that there were a number of characteristics which were essential to 
working successfully within a cross-boundary team. Individuals must be committed to 
the team, with a real desire to achieve team goals. Tis means that team members must 
be able to balance their focus on team goals alongside functional goals. Individuals must 
also be willing to share success and failure with the rest of the team. Accepting their 
share of responsibility for both means that team members must be also prepared to con-
front others who fail to deliver things for which they are accountable. 

Team members must be willing to help each other but they should also be able to 
learn from others and explore new areas outside their own environment. Simply relying 
on one’s own functional knowledge is not enough. Afer all, a cross-boundary team is 
likely to consist of a number of people who are expert in their own feld but may not 
know much about other areas. It is important that members understand the broader 
business context within which the project is being conducted and appreciate the diferent 
elements of the project being carried out by others. 

Tis does not entail having a detailed understanding of other people’s technical spe-
cialisms, but enough of a sense of their priorities and requirements to ensure that the 
project plan can work smoothly, without people making unnecessary demands on others 
through ignorance. Members therefore have to be able to liaise across boundaries within 
their team and between the team and the rest of the organisation, including their boss. 

Adjusting to cross-boundary working involves being able to work efectively with-
out hierarchical structures, since cross-boundary working ofen cuts across hierarchical 
levels, with senior people reporting to a more junior project leader. It was also seen as 
important that team members were experienced within their functional feld and were 
not in the position of having everything to learn before they could contribute. As such, 
people in this case study felt that a cross-boundary team was inappropriate for someone 
who needed coaching or training on their functional specialism. However many teams 
embarking on Agile working beneft from the support of Agile coaches. 

For both teams, interpersonal relationships within the team were felt to be a strong 
feature of team success. In team B, strong relationships were built up within each of the 
sub-teams but working relationships between the two sites were not built up due to the 
geographical divide. Tere was a clear sense that team members respected each other and 
that the environment was one of trust and confdence. Tese relationships were aided 
to some extent by social activities outside the work environment. Although these social 
events were considered benefcial for team-working, the relationships within the team 
seemed to be developed mainly at work. 

Role clarity 

Team members need to be clear not only about their own role, but also about the roles 
of other team members. Role boundaries and team responsibilities need to be under-
stood to minimise the potential for confict through role overlap, or gaps in provision 
which will threaten the success of the team. Tis is an area which is ideally addressed by 
the team leader in the ‘forming’ stage of team development when group members begin 
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the shif from independence to interdependence. Time must be spent communicating 
the vision for the team and clarifying individual and team responsibilities and objectives. 
Te research has highlighted the importance of setting a clear focus for cross-boundary 
teams, uniting activity around a common purpose. Tis is particularly important given 
the individual’s functional ties outside the team and the danger that, without clarity of 
cross-boundary team objectives, individuals will fall back on functional links. 

Communication and co-location 

Te key diference between the two teams was about communication, which seemed to 
be largely due to the fact that one team (A) was co-located, while the other was not. Mem-
bers of team A were very positive about the level of communication within the team. 
Tey were able to hold frequent informal discussions as well as regular review meetings. 
Te dissemination of information was felt to happen on a regular basis which meant that 
information received was timely and relevant. 

Tis was in contrast to team B, who felt that there were clear divisions between the 
two sites. Tey were united in blaming the poor communication between the two halves 
of the team on the geographical divide. Members in each of the sub-teams felt that they 
were well informed about their part of the team but had very little knowledge of what 
was happening at the other site. Te fact that there were very few face-to-face encounters 
between the two sub-teams seemed to lead to confict which then took time to resolve. 

Clearly, co-location, though ideal, may not be practicable, especially in global organ-
isations in which virtual teams become the norm. However, this case highlights the im-
portance of at least an occasional opportunity to ‘personalise’ the relationship through 
meetings, visits, video conferencing, the use of electronic ‘team rooms’ and other means 
of helping people to establish a relationship with one another. Tis is in addition to the 
need for regular briefngs and updates so that people can feel part of the larger whole. 

Measures 

Within the teams there was agreement that measures were important, but that what was 
currently measured were the ‘hard’ measures relating to project targets, resource usage, 
etc. Tese measures were set on an individual basis. Tere was no conscious monitoring of 
‘sof’ measures relating to team processes and learning; consequently, there was a sense that 
the efectiveness of the team was judged entirely on results rather than taking into account 
how those results had been achieved. In a cross-boundary team where there is potential for 
teamworking to be seen as peripheral to individuals’ main role, the use of sof measures 
may help keep the team focused on learning and gaining more transferable skills. 

Team learning 

Although there was general agreement that team learning did occur within both teams, 
it was also apparent that this was very much at an informal, unconscious level than 
through any formal learning process. One of the problems with the informal learning 
was that there was no retrieval system so that the team as a whole could learn from its 
mistakes and successes. Eventually a more formal approach to reviewing learning was 
adopted following an of-site facilitated team review. Tese included regular debriefng of 
learning events, general learning reviews of team processes as well as technical learning 
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reviews and harnessing the expertise of more experienced team members. When these 
processes were introduced, team members commented on the way in which trust had 
been built through the open approach to learning and that this is an important element 
of team ‘bonding’. Tey also remarked on the increase in job satisfaction they felt when 
time has been allocated to understanding how an efective end result has been achieved. 

Benefts of cross-boundary team working 

Clearly, when cross-boundary teams work well, they bring benefts to both the organi-
sation and to individuals. One of the key characteristics of both cross-boundary teams 
studied was that the people in the teams were very enthusiastic about this form of team-
work and proud to be part of teams which they recognised as successful. Tis success 
was a powerful motivating factor itself, but interviewees also valued the personal growth 
gained from the experience. Tey felt stretched within the team, commented favourably 
on the new insights they had gained into other aspects of the business, and appreciated 
their relative freedom from organisational constraints. 

Te only real demotivators were linked with recognition; in particular, team members 
resented the lack of recognition of success outside the team. Tey recognised that work-
ing across boundaries involves a great deal of complexity, whereas they had the sense that 
‘the organisation does not accord enough importance to the concept of cross-boundary 
teamworking’. 

As cross-boundary working becomes the norm, rather than the exception, the chal-
lenge for organisations will be to ensure that these sophisticated team skills are nurtured, 
developed widely and rewarded. If not, people with these eminently transferable skills 
are likely to fnd a ready market for them elsewhere. 

In this organisation, these ‘building blocks’ of cross-boundary teamworking have 
now been applied to other teams beyond the original two. In a real sense, enabling these 
teams to work efectively was a joint responsibility between the line and HR. Line man-
agers were responsible for the performance and outputs of the teams, while HR were able 
to help fnd ways of getting the teams working even more efectively. HR provided the 
teams with a mechanism for monitoring some of the important ‘sof’ issues which were 
afecting performance. With the minimum of training or other conventional interven-
tions, HR were able to help the teams to continue to help themselves. 

Refective activity 

• Why is cross-boundary team working important? 
• How can such teams more actively learn from one another? 
• How can people working remotely come to feel part of a learning community? 
• In what other ways can organisations encourage cross-boundary learning? 

External collaborations 

Just as the massive growth of AI, robotics and cognitive computing has produced a tidal 
wave of data, so the global economy has enabled the fows of talent, products and money 
across borders. Innovations ofen emerge from external partnerships. Some companies 
have established inter-organisational networks to explore knowledge management issues 
and to develop strategies for maximising the value of knowledge. One such network is 
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the Knowledge Exchange which aims to put a fnancial measure on an organisation’s 
intellectual capital. 

Another group of companies formed a consortium – Strategic Management of Knowl-
edge and Organisational Learning – which acknowledges the need for organisations to 
collaborate in order to develop and share know-how on knowledge management. Tis 
consortium recognises that these issues must form part of the top management agenda, 
if more value and sustainable advantage are to be created through knowledge processes. 
Consortium members understand that the strategic management of knowledge and or-
ganisational learning are inextricably interlinked. 

Te Consortium recognises that there are key elements and relationships which shape 
how knowledge priorities are selected and focused upon. Tey note that without the 
aligning force of business strategy, knowledge initiatives remain disparate and uncoor-
dinated. However, with strong business drivers, knowledge can take on a purpose and 
direction. Consortium members also recognise while that the main driver for leveraging 
of knowledge is the value to be created and should therefore be guided by business strat-
egies/strategic imperatives, they also recognise that people and relationships are key to 
success. Te management challenge is to implement the processes that will support and 
liberate people’s capabilities. 

Tere are opportunities for sharing and developing knowledge inside the company 
and with external stakeholders, such as customers. Companies need to learn about their 
customers and their needs, and learning can become reciprocal if there is trust and a 
sense of partnership. NCR in the UK has developed a Learning Centre which has devel-
oped a reputation for thought leadership within the high-technology sector. Te facilities 
are available to clients. Leading thinkers address industry gatherings on a range of busi-
ness and strategic topics. Du Pont supplies customers with a Gold Card which gives them 
access to Du Pont research. 

Increasingly professionals are collaborating with peers in other companies to share ideas 
and learning. Te UK’s National Health Service has several national and regional special 
interest networks that bring staf together from many institutions to explore issues and de-
velop their practice in particular felds. Such networks can be self-organising or gently sup-
ported with encouragement from the Centre. Such voluntary arrangements ofen migrate to 
become a more formal kind of alliance. For instance open-source innovation is increasingly 
pursued by large and small companies in pharmaceutical, scientifc or engineering sectors 
working together to develop complex innovations. Tese are good examples of how health-
care can be improved through conversations and connections (Donaldson et al. 2011). 

Tese forms of collaboration provide all concerned with ‘Collaborative Advantage’ 
(Lank 2005). McKinsey predicts that the next cycle of innovation, that of institutional 
innovation, will be driven largely by the harnessing of knowledge fows across partner-
ships within ecosystems, as is already happening in industries such as pharmaceuticals. 
Companies will then move from a focus on scalable efciency to scalable learning that 
will speed up the rate of innovation as more ecosystem partners join forces and discover 
new ways to create value for their customers and ecosystem partners (McKinsey 2019). 

Support for peer learning 

Learning organisations have cultures that encourage people at all levels to teach each 
other. 

Within companies, networking ofen happens accidentally or as part of the informal 
system. Smokers’ rooms, in-house gyms and other facilities attract people with similar 
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interests who create networks that cut across hierarchical levels and enable new infor-
mation circuits to be formed. Networks can also be established through formal means 
for specifc or ‘agenda-free’ purposes. When experimenting with building learning net-
works, disseminate information in a timely and extensive way and share ‘best practice’ 
via the intranet, etc. Ensure that usable information is catalogued and stored with the 
relevant technology and that all staf have open access. 

3M, a company well known for encouraging innovation, deliberately encourages and 
enables networking as a means of getting people to share ideas. In 3M, there is a strong 
culture in which risk-taking is good, innovations can be made by everyone, individual 
responsibilities are clear and there is a tolerance of honest mistakes. Informal working, 
including working at home, and teamworking are encouraged. 

Create a physical work environment which facilitates shared learning 

Physical infrastructure can aid learning. Nowadays, the ergonomics of many companies’ 
large ofces are designed to facilitate diferent kinds of work – with quiet spaces for 
focus, café-type arrangements for networking, colourful zones with unusual furniture 
to stimulate creativity, etc. In the corporate headquarters of British Airways, the phys-
ical environment was specifcally designed to facilitate employee networking. A ‘street’ 
complete with cofee bars is intended to create a community environment in which col-
laboration will naturally take place. Tis has enabled ‘structured’ networking in which 
people with specifc forms of knowledge can help one another. Similarly, an ofce space 
provider whose various building complexes are occupied by multiple small business ten-
ants organises monthly cofee mornings for all tenants to be able to meet informally in 
the shared space and potentially spark new business opportunities together. 

A number of companies support informal peer mentoring and shadowing through 
online systems which allow individuals to log their strengths and areas where they would 
like help to build their capability. Te systems match people looking for help with those 
who are willing to provide support in specifc areas. An early example is that of Café VIK, 
developed by Elizabeth Lank, previously programme director, knowledge management 
at ICL (now Fujitsu). Café VIK (Valuing ICL Knowledge) was both a physical and virtual 
‘global cofee room’ (in Kippenberger 1997). Tis acted both as an information exchange 
service and also as a physical location in the UK where employees could meet informally 
to share knowledge. Café VIK was developed following extensive staf consultation. So 
that the knowledge on ofer could be made as relevant as possible to the diferent profes-
sional communities within the company, staf were asked ‘what kind of information will 
help you to do your jobs?’ A database of people’s skills/expertise and project experience 
facilitated networking. Data warehousing ensured that information was kept up to date. 
Te new service was introduced via roadshows and take-up was substantial. Information 
sheets were available on the company intranet which featured both issues sheets and 
attachments ofering solutions based on people’s experience. 

Supportive people systems 

Over and above such initiatives, the organisation needs to apply systems thinking to 
work out how the people systems and processes can underpin the learning organisa-
tion. HR can use its processes to motivate and equip employees for learning. For in-
stance, HR can hire and promote people who have strong intellectual curiosity and 
learning agility and are motivated by learning and experimentation. Tey can work 
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with managers to design jobs with this in mind, allowing people some ‘slack’ – i.e. space 
to refect and work together to develop ideas. Slack might take the form of giving peo-
ple embarking on innovation greater access to technology, increasing staf knowledge 
by investing more in L&D, providing support personnel to ensure that normal work 
gets done while the innovation process is under way. Slack might also take the form of 
recruiting for scarce skills, e.g. data-driven mindset to bring in the right capabilities. 
Tese actions all provide a cushion of time and resource and reduce the pressure to 
create sub-optimally in haste. 

Google’s famous workforce rules require employees to spend 10% of their time on 
innovation projects that are not part of their current job. Having time to innovate can be 
a reward in itself: Intuit gives its best business innovators three months of ‘unstructured’ 
time that can be used in one big chunk or spread out over six months for part-time explo-
ration of new opportunities. Tis is about deliberately making the connections between 
the company’s explicit strategies and the ways people actually relate to one another and 
to the organisation. Innovation can be part of everyone’s work routine if they incorporate 
it into accomplishing their team’s goals. When employees cease to be overloaded with 
unnecessary data and start to perceive the benefts to their own efectiveness of shar-
ing information, they are more likely to willingly collaborate in the generation of useful 
knowledge. HR can help managers develop the skills of non-judgemental listening and 
brainstorming. ‘Whacky’ ideas should be encouraged. 

HR and L&D can help provide answers to the employee ‘what’s in it for me’ question. 
L&D can help people to develop valuable information skills and fnd synergies between 
the individual’s need for growth and personal development and the company’s needs. 
Te philosophy should be about supporting people to reach their full potential. Job mo-
bility, networking, knowledge sharing and promoting from within should be encour-
aged. HR can work with managers to create efective career development practices that 
are conducive to the sharing of knowledge since people will see that they do not need 
to hold on to knowledge in order to progress their career. Tey can ensure that staf are 
equipped with the appropriate technology – Statoil supplies its employees with laptops 
and advanced communications equipment at home. 

HR can make sure that people are rewarded appropriately for developing and sharing 
knowledge. When employees know that their knowledge and experience are an asset 
that can add value to the business – and they are rewarded for sharing that knowledge – 
they do not fear doing so. Team-based reward and recognition can be used to reward 
good learning behaviour. In one company, bonus awards are determined by team perfor-
mance. Each person is awarded a bonus based on their individual contribution, but the 
organisation then applies a multiplier based on team performance. 

CONCLUSION 

We have discussed how the accelerating pace of change in the competitive environment 
now requires organisations not only to move fast to meet market needs but also to lev-
erage their human resources to the maximum if they are to gain and retain competitive 
advantage. Crisis perhaps provides managers with the opportunity to fundamentally 
rethink how they manage knowledge in future. Tere needs to be a clear strategy with 
regards to the types of knowledge the organisation wishes to develop, capture, integrate 
into the main business processes and be able to rapidly retrieve. IT and HR systems 
need to complement each other but the real challenge is human. Developing and sharing 
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knowledge should not rely solely on people’s goodwill but it should be in employees’ 
interests to do so since they become equipped with the skills required for the Infor-
mation Age, that will help them become more employable and develop their career. 
A win-win employment relationship is vital to ensuring that knowledge management is 
efective for all stakeholders. Afer all, 

If it hasn’t got the right underlying contract with its people that means, ‘I’m inter-
ested in your potential, rather than in your immediate output over the next three 
months’, then I think the bell is tolling. 

(De Geus 1997) 

To build trust that leads to knowledge sharing and the development of exciting new prod-
ucts and services, leaders and managers must take the lead in developing a culture that 
is conducive to learning and knowledge-creation, especially in a virtual working envi-
ronment. Managers must encourage others to learn continuously from one another and 
be prepared to do so themselves. Tey must build collaborative capabilities and ensure 
employees are provided with the appropriate environment and infrastructure, including 
time and connectedness, to work together on the shared task. 

For their part, HR and L&D professionals can create a focus on continuous corporate 
and personal renewal by implementing policies, which value diversity, inclusion and em-
ployee well-being. Tey can help individuals and teams to address skill gaps, play to their 
strengths, release their potential for innovation and ensure they are rewarded for doing 
so. Given the centrality of their role, HR and L&D can act as knowledge hub, build social 
capital inside and outside the organisation, connect people with each other and ensure 
that the organisation can operate as a cohesive whole, able to maximise its collective 
knowledge assets. 

If the pandemic teaches us anything, it is that a learning culture can be a game changer 
when it comes to navigating today’s turbulent and disruptive context. In a true learning 
organisation, continuous learning becomes a way of life and helps the organisation be-
come more resilient. Translating learning about the efectiveness of the more relational 
ways of managing people demonstrated during the crisis into management practice 
going forward is likely to become a key source of sustainable innovation. 
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18 
Conclusion 

Te best way to predict your future is to create it. 
Abraham Lincoln 
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Tese are very challenging times for organisations and we’re all operating with greater 
uncertainty than ever before. Since this book was frst published in 1999, HRM the-
ory and HR practice have moved on signifcantly. Te changing business environ-
ment has raised awareness of the critical importance to business success of ‘human 
capital’; the search for ‘talent’ has become a holy grail; ‘employee engagement’ is 
treated as key to high performance; people management and development are seen 
as vital levers of competitive advantage in organisations worldwide. So HR – the peo-
ple function – should be at the forefront of leading exciting and indisputably value-
adding developments. 
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CHAPTER OVERVIEW 

In this chapter, we shall review HR’s journey towards this nirvana. We will look back at 
some of the key themes in the book and look ahead at some possible future directions HR 
might take. We shall cover: 

• Attracting and mobilising talent 
• Building performance capability 
• Building efective leadership 
• Creating healthy and successful organisations 
• Ensuring good governance 
• Developing HR leadership 

LEARNING OBJECTIVES 

• To review key messages from the book 
• To explore possible future HR contributions 

INTRODUCTION: LOOKING BACK TO LOOK TO FORWARD 

In the past couple of decades, the feld of SHRM theory has moved on and the HR func-
tion has made great strides in many areas. However Kaye (1999) raised an important 
concern about SHRM. Does SHRM beneft employees as well as their organisations? 
Kaye (1999) suggests that SHRM may be improving the bottom line of companies but 
may be hurting employees – especially when workers are viewed as commodities. As 
Kaye explains, a broadening of SHRM will be required. 

I agree with Kaye on this but suspect that things may already be changing to produce 
a more balanced set of outcomes for SHRM. We have discussed how changing social and 
political environment and technological advances are challenging the role of business, the 
nature of business models and driving new ways of working. Technology in particular is 
disrupting the workforce, transforming both the job content and the skills required for 
the digital age. Te days of permanent, full-time employment are perhaps on the wane 
and instead we increasingly see various forms of contingent working, new management 
approaches and fatter, team-based organisational structures where people expect to have 
more say. Jobs are more mobile; more fexible, hybrid working patterns are emerging. As 
people will be working for longer, career models are being transformed; work in future 
will be more about self, rather than your current employer. Providing opportunities to 
work fexibly, prioritising employee health and well-being, must become the norm. 

Other major drivers of change – including climate change, ‘black swan’ events such 
as the health crisis and the pandemic, growing national isolationism and populism, 
protests against gender and racial inequalities – challenge many deep-rooted aspects of 
society and ways of doing business. Businesses and HR, the people profession, must step 
up to confront discrimination and make inclusion in all its forms a reality, creating op-
portunities for all. Trust-building will become a major challenge since various reports 
into corporate scandals in recent years have resulted in generally low levels of trust in 
leaders in many business, political and public settings. 

Yet trust oils the wheels of agility and the ability to change course – a vital necessity 
since organisations will almost certainly continue to change in ways as yet unknowable. 
Tis puts a particular onus on leaders to lead in ways that are ethical, transparent and 
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build trust, especially given the uncertain backdrop which increases people’s sense of 
unease. Amongst many ethical issues that must be addressed is data privacy. With the 
wide range of apps and AI now available, the GDPR is requiring HR to look at what in-
formation is held about people and how this is used. 

To tackle some of these major challenges it has become apparent that action is needed 
at societal level as well as across the business community. Businesses and governments 
must look beyond the neo-liberal shareholder value model of globalisation, with its 
short-termist focus. If not, they can expect pressure from all angles to respond, to show 
that they can act responsibly and fairly, including towards the environment, communi-
ties and society as a whole. We are perhaps at an infection point, moving from a business 
world entirely defned by growth and wealth-generation for shareholders to something 
broader and more multi-faceted that places stakeholders, including people, at the centre. 
Indeed, embracing quadruple bottom line thinking – people, planet, proft and purpose – 
provides perhaps a more appropriate and clearer steer on how to navigate today’s com-
plexities and produce outputs that matter to all stakeholders not only in the short-term 
but also over time. 

HR rising to the challenge 

Te scope of HR has expanded in recent years and roles are being created in new HR 
specialisms, many with a technical or analytical favour. Indeed, Deloitte argue that this 
line of travel will continue since ‘Te future of HR must be one of expanded focus and 
extended infuence: expanding its focus to encompass the entirety of work and the work-
force, and extending its sphere of infuence to the enterprise and business ecosystem as a 
whole’ (Volini et al. 2020). 

Many HR teams continue to gradually evolve their operating models to help them 
address the tactical, operational and strategic needs of their organisation in the most ef-
fcient and efective ways possible. Indeed a few HR teams, as featured in this book, are in 
the vanguard of digital HR transformation. Others have become so skilled at what they 
do that they can operate as an external proft centre. 

Yet, more generally, the HR function still struggles to be seen as a credible player, 
especially with respect to the degree to which HR is aligned to business strategy. While 
no one doubts the importance of Finance as a function, HR still seems to be under the 
sceptical spotlight, having to prove that it adds value. 

So what does the future hold for HR? Will HR remain largely a pragmatic, transac-
tional functional whose value is ever in doubt? Or will HR’s role be to provide value-
adding leadership, geared to building organisational capacity and capability? Te jury 
is still out. Some practitioners will say that their organisation is not ready for a strategic 
HR approach, that what really counts is delivering the ‘pieces’ well in the here and now. 
Other practitioners argue that it is precisely because the function contents itself with 
administration, hiring and fring, that HR is not valued. 

I would argue that this is a false dilemma which can be partly reconciled through the 
ways in which HR organises its delivery. While in some organisations HR continues to 
be organised along generalist lines, especially in SMEs, the dominant HR architecture, 
particularly in large organisations, tends to be along the lines of the ‘Ulrich’ functional 
role model, whether HR operations are outsourced or insourced using call centres or 
shared services. While this may be a sensible way of sharing responsibilities, and should 
allow for both operational and strategic excellence, many HR teams have struggled to 
make the HR structure work. It has in some cases created unhelpful role divisions which 
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may make it difcult for the HR team as a whole to develop a strategic approach and may 
cause problems when it comes to implementation. 

However, early adopters of the model continue to develop and modify the structure 
as they learn what works, ofen slimming down the number of business partners to cre-
ate genuinely strategic roles, while more generally business partnering becomes synon-
ymous with internal consultancy. Increasingly centres of excellence ofering specialist 
expertise are being recognised as adding value. Tere is growing demand for expertise 
in strategic areas such as organisation design, succession planning, designing talent re-
cruitment and retention strategies. Te ongoing modifcation of the application of this 
conceptual framework for HR roles refects practical experience and feedback about how 
to address both short-term and longer-term needs at the same time. In other organi-
sations, strategic delivery is through a more hybrid architecture involving consultants, 
where the right team deals with the day-to-day operational issues and HR leaders pro-
vide not only oversight but also exert infuence at executive committee level. 

We have discussed the views of various pundits who have argued that HR structures 
should be separated out to enable a better focus on strategic matters. Other pundits sug-
gest that having a separate ‘HR’ strategy group would be a mistake; that HR plans should 
be seen as so integral to the business strategy that they do not need a separate unit to 
address them. In recent times much has been written about employee-centricity as the 
frame within which HR should operate. Perhaps this is the surest way of aligning HR and 
business strategies – making them one with people at the centre! 

Te real challenge, according to a CIPD-convened focus group of senior HR managers 
and directors, is to ‘keep the eye on the ball’, having worked out what the ‘ball’ is in the 
frst place. Several comments reveal common views of what HR needs to focus on: 

• ‘anything from not doing ‘day-to-day’ work to looking ahead three years’ 
• ‘infuencing the board and the direction of the company’ 
• ‘making a diference to the bottom line’ 
• ‘developing the frameworks, policies and initiatives to move the business forward’ 
• ‘integrating future business goals/needs with people issues/needs in a plan’ 
• ‘clear thinking/policies/right direction/motivation of staf’. 

Whichever structural model is adopted for HR matters less than the delivery focus it 
enables. As well as supporting the way work is done today, HR should be focusing on the 
way people will be working tomorrow. Tis means taking a strategic and systemic view 
of how jobs, ways of working, teams, leadership and management practices will evolve, 
together with their skills implications, and focusing energy on preparing the path for a 
smooth transition. Deloitte (Volini et al. 2020) argue that HR broadening its focus from 
employees to organisation and work and the workforce represents what they call ‘expo-
nential’ HR. 

What is important is to gauge the actual needs and readiness of your organisation for 
what it intends to do strategically. Does it have the core capabilities, culture, systems and 
processes, working practices and human skills to accomplish what it wants to do? If not, 
what will be required to ensure that strategic aims can be accomplished? Tis means de-
fning the implications of business strategy for organisational capability, such as the frm’s 
ability to learn, and developing measurable actions to build that capability. If, for example, 
managing costs is a strategic aim, does the organisation have the capability to create high 
productivity, use resources efciently and become a low-cost provider in its marketplace? 
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An infection point 

Te pandemic of 2020–2021 perhaps marks an infection point in HR’s journey, with a 
rapid acceleration of various underlying trends. Te crisis has shone a spotlight on the 
amazing agility organisations can display when under great pressure and working to 
a clear, shared objective. Business leaders have learned the power of collaboration and 
innovation. Firms such as Unilever and Siemens have pivoted their business models in 
a matter of days to produce much needed goods such as hand sanitisers and ventilators. 
Te pandemic experience has been a great leveller. When communicating with their 
newly remote workforce, business leaders have learned the value of being human and 
empathetic. HR teams too have demonstrated great employee-centricity. Having to move 
fast has meant that many HR teams have focused laser-like on creating a digital work-
force seemingly overnight. Tey have paid attention to amplifying communications, 
providing explicit support to the workforce from managers, leaders and specialist HR 
resources to help build employee resilience. 

However, it would be a mistake to assume that alignment with business strategy in 
a crisis means focusing HR delivery exclusively on short-term requirements, important 
though these are. Te challenge will be to integrate learning from what organisations 
have done well during the protracted lockdown periods, into new ways of working going 
forward. Since the HR function is always likely to be thinly resourced, there is a risk that 
time pressures may push strategic matters down the ‘to do’ list and cause a ‘snap back’ to 
previous ways of working, with the potential for functional irrelevance. 

So while HR can and must get the operational basics right and apply agile disciplines 
to its ways of working, this should also allow HR to make a really strategic contribution 
to business success. As I have emphasised throughout this book, the focus of short-term 
activity should always be informed by a view of what the organisation will need longer-
term. Tat is because as organisations change, what they need from HR, and therefore 
the scope of the HR role will also change. 

Post-pandemic is the critical time to put in place the strategic changes you want to see 
for the long-term. HR should also be the key interpreter, problem-solver and strategic cat-
alyst with regard to people issues. A strategic and systemic approach within an OD frame 
of reference is needed. To develop longer-term strategic goals which can inform activity 
in the here-and-now and create value-adding ‘deliverables’ that contribute to sustaina-
ble performance HR professionals must demonstrate real business acumen and have a 
thorough understanding of their business and what it is trying to achieve. Tey must 
think through the implications of context for their organisation’s intended strategy – 
such as changing demographics, the more competitive landscape, the changing nature of 
customer preference – and consider how the labour market and the nature of work will 
afect the kind of future workforce required. 

For a CIPD focus group of senior HR managers and directors, translating executive 
priorities into the people and organisation strategies that will deliver the people out-
comes required for business success was about: 

• Looking at what the organisation needs to deliver (medium and long term) 
• Identifying the support needed to implement business decisions across countries 

and business units 
• Supporting the business objectives of the frm by timely, intelligent and common- 

sensical HR activities and planning. 
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Tese outcomes should be measurable so that the relevant value logic for the organi-
sation can be tracked through. HR must ensure that wherever work takes place, it is 
carried out ethically. Embracing technology and analytics should free up HR to better 
target HR activities to improve employee engagement and clarify the engagement – 
performance link. Indeed, this should enable improvement along the whole employee 
experience journey and help put the ‘human’ at the forefront of the HR agenda. 
Indeed, ‘HR’ strategies are probably better called ‘People’ strategies if they are named 
at all. 

Partnership with the line 

Responsibility for the design and implementation of efective people strategies should 
be shared between the line and HR. For this to happen, there needs to be give and take 
on both sides as well as mutual understanding and respect. A common language helps! 
Te same HRD focus group highlighted the importance of communicating in business 
language rather than professional jargon: 

• Simple rather than sophisticated 
• Business focused 
• Human! 

HR must understand the practical implications of delivering people-related business 
strategies and ensure that all aspects of HR delivery are professional, accurate and ef-
fective. Line managers may need skills training or updating to efectively carry out their 
people management responsibilities in today’s changing workplace. 

Of course, strategic business partnership is not a one-way street. If line managers 
genuinely believe that HR issues have a critical impact on achieving business success, 
they should insist on involving HR professionals in the business strategy-making pro-
cess. Tat way, expensive mistakes can be avoided, and potential opportunities can be 
identifed at the optimum time. 

For CIPD’s CEO Peter Cheese (2012): ‘If HR doesn’t have a seat at the boardroom 
table, we should have the confdence to challenge the CEO and say: these issues about 
skills, talent, innovation, engagement, diversity are crucially important; this is what we 
need to be doing; this is why you need me at the table. Just as companies need fnancial 
and marketing strategies, so they need a human capital strategy to support the business 
strategy’. 

Te key thing is to focus on what matters and be clear about priorities. Let us now recap 
some of the key areas where HR might contribute value, now and in the future, looking 
through a slightly longer-term lens. By 2030, will HR teams be leading employee-centric 
practice and will management teams be demonstrating human-centred leadership? If so, 
how will we get there? 

ATTRACTING AND MOBILISING TALENT 

In today’s fast-changing business environment talent is the key source of competitive 
advantage and the need to develop organisational capability is at the heart of HR’s remit. 
For most organisations today, the big challenge is to get the right people with the right 
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skills in the right place at the right time – and retain them. Business leaders are more 
likely than ever before to seek help from HR in addressing key questions: 

• Do I have enough of the right people to deliver success today and tomorrow? 
• How can the people-technology interface be optimised? 
• What’s the right kind of workforce model for us? 
• How can we make diversity and employee well-being real? 
• How do I ensure I have the capability and the skills to innovate and grow? 

HR can and should lead thinking and practice about how to secure and retain the talent 
needed for success, about what drives outcomes through people, about how to motivate 
and mobilise talent working in new ways to produce high-quality outputs. Tis means 
asking – and fnding answers to – questions such as these: 

• What forms of talent will be needed and where will these be obtained? 
• How will the current workforce factor into the future landscape? 
• What kinds of leadership and management capabilities, structures and technolo-

gies will be required in the years ahead? 
• How can we create an excellent employee experience at all stages of the employee 

lifecycle? 
• How can we support both employee well-being and performance? 
• How do we equip people with the digital and other skills they will need to be 

successful? 
• How do we support people working remotely or on hybrid work arrangements? 
• How do we build a sense of community for the whole workforce? 
• How can we help managers and the workforce transition to a digital work world? 

Essentially the answers to many of these questions requires rethinking how we use HR 
talent micro-practices to build a healthy and efective workforce. As we have discussed, 
these include workforce planning, building diverse talent pipelines, strategic recruitment, 
improving the capability of managers and leaders, enhancing employee engagement, 
continuously developing skills and providing opportunities for growth and careers, de-
veloping more holistic rewards and building a culture conducive to learning, creativity 
and knowledge sharing. 

Understanding and developing the experience of employees in all phases of their 
working lives should be top of every HR team’s agenda. Te real challenge is to adopt a 
‘best-ft’ approach to talent management and the employee experience, understanding 
diferent demographics and tailoring diferent propositions for diferent talent segments. 
At the same time, this should be about understanding people as individuals, not just as 
members of a demographic group. 

Post-pandemic we can envisage staf working according to diferent working patterns 
and locations. We can use digital tools and portals to give people access to support on 
health, well-being and other important issues. Yet while technology increasingly enables 
work to be carried out remotely and at any time, in a world that is more connected than 
ever before, individuals are increasingly feeling isolated and desire human interaction. 
Not surprisingly mental health issues in the workplace have risen to the forefront of 
media attention, echoing the growing focus on mental health issues particularly afect-
ing young people due to the social media pressures to achieve and look and be perfect. 
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To build a sense of community, communication must be diferent, reaching out to the 
workforce more regularly. We have to create workplaces and working arrangements that 
are healthy, people-led and values-focused. 

We have talked about redefning ‘talent’ and the need for inclusive as well as exclusive 
talent development approaches, ensuring we have both high potential future leaders and 
also a workforce equipped with the digital and other skills they will need to succeed. 
We have talked of the importance of HR embracing the benign power of technology, for 
instance in automating operations and recruitment, in monitoring employee mood, and 
of using analytics to understand what the key employee engagement issues are, to clarify 
concerns, spot health trends and to be able to pinpoint the human capital contribution 
to business success. 

In many sectors machines are not replacing humans but enabling work to be done 
that human beings cannot do as well as computers. For instance in the nuclear, oil and 
gas industries aerial, land and underwater robots are being used to perform complex 
and important tasks that no human being could safely carry out in such hostile environ-
ments. Medicine, the law and many other traditional professions are using technology to 
improve efciency and accuracy and to swifly draw together intelligence from various 
data sources that previously would have taken months to analyse (Te Economist 2016). 

Whether this benign enhancement of human capabilities will continue longer term is 
questionable, even if PwC’s (2017a) predictions that autonomous intelligence – the next 
stage of technological development when adaptive intelligent systems will no longer need 
humans to make decisions but themselves can take over the decision-making process – 
seem like science fction fantasy. And yet they may not be so far away in reality. 

At the same time HR must avoid the potentially malign use of technology, such as 
for intrusive surveillance purposes. Despite its business advantages, for the pessimists, a 
future work world dominated by technology also presents a mass of threats, not least of 
potentially widespread unemployment and loss of personal privacy. For while technology 
and data can help businesses to create evidence-based and more personalised recommen-
dations for customers, social media usage has enabled data centres to capture information 
about job candidates and potentially use it against them in recruitment contexts. 

We have considered the potential risk of built-in biases in AI and other technologies 
that we must guard against in building a diverse and productive workforce. In many con-
texts there are shrinking oferings for employees, with limited resources for continuous 
development, ongoing reorganisations in the quest for fexibility and growing demands 
– for more speed, efciency, accountability and value for money (Aon 2018). Mobile tech-
nology has enabled greater fexibility – and people can work from anywhere – but they 
are also expected to do so in ‘always on’ cultures. 

Te media are abuzz with stories of the human consequences of poor management 
and unfair practice, such as work intensifcation, changing employment contracts, inse-
curity, perceptions of loss of autonomy, in-work poverty and non-disclosure agreements 
to silence criticism. Tis narrative is driven by the assumption that all employers care 
about is productivity and in some cases, such reports are well-founded (Graeber 2018). 
Tese demands create pressurised work environments where only the successful ‘swim’ 
rather than ‘sink’. Far from meaningful work, many employees experience only the neg-
ative aspects of work as described by Studs Terkel, (Working 1974): 

‘a search… for daily meaning as well as daily bread, for recognition as well as cash, for 
astonishment rather than torpor; in short, for a sort of life rather than a Monday through 
Friday sort of dying’. 
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HR must lead the way in valuing people and creating the conditions where peo-
ple can both earn a living and ‘have a life’. Tis will mean engaging the workforce in 
continuously reimagining work to ensure meaning and purpose – personal, societal and 
organisational. HR must develop an end-to-end employee experience that integrates 
both employees and contingent workers and keeps a frm lens on equality, diversity and 
inclusion practice throughout all aspects of the employee experience. Workplaces should 
be designed to accommodate and engage with all employees with diversity and inclu-
sion in mind to ensure no one feels at a disadvantage (CIPD 2015). Employee well-being 
should be seen as a strategic business outcome. 

BUILDING PERFORMANCE CAPABILITY 

If organisations are to be successful, they need high performance from their workforces. 
Te other main challenge relates to innovation. In order to innovate, organisations need 
to be bold and prepared to take some risks. Tey need a culture conducive to innovation, 
risk-taking and learning that is built on trust. Business leaders need to know: 

• Am I creating the right environment for success? How can we organise ourselves 
and work with agility to deliver outstanding customer outcomes? 

• Do the business culture and leadership enable people to give of their best? 

Tese are now being recognised for the strategic issues they are. While HR may have 
been trying to get these issues on the strategic agenda for years, the irony is that they 
are usually only treated as serious business issues when line managers too see their 
importance. So will HR seize the opportunity to bring about culture change conducive 
to high performance? Will developing leaders at all levels become a central plank of 
HR strategy? 

While HR’s primary role is ensure that the organisation has the right people (skills, 
knowledge, motivations) to deliver, HR must also reimagine the organisation to ensure it 
can delivery. Tis is about working with the company culture to create the conditions for 
expanded levels of creativity, exploration and problem-solving. Tis requires the systemic 
thinking so typical of organisation development and design. How will HR support the 
development of a high-performance culture? How will work processes need to be man-
aged to achieve high-quality deliverables? How will the core competencies be activated? 
What aspects of the organisation’s culture will need to be strengthened, balanced out or 
changed? HR teams must develop their own answers with their stakeholders to ft their 
current and future organisational context. 

Arguably, by 2030, many workforces will comprise people and machines work-
ing together to rapidly create high value innovative products and services for an ever 
more demanding customer base. HR will be creating on-demand access to capabilities, 
whether human or machine, across the organisation. We’re not there yet and currently 
some roles are being enhanced by technology while others are being ‘hollowed out’ or are 
disappearing altogether. HR has to lead in ensuring that human work can be augmented, 
rather than eliminated, by technology. 

HR’s contribution therefore needs to go beyond revising policies and simplifying per-
formance management approaches. Tey need a vision of a high-performance organisa-
tion to act as longer-term focus. Such a vision is typically underpinned by humanistic 
values and is geared to enabling both high performance and also employee well-being. 
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Components of such a vision include developing the behaviours, systems and processes 
geared to increasing customer value such as shared leadership throughout the organisa-
tion to create momentum; decentralised and devolved decision-making; development of 
people capacities through learning at all levels; and performance, operational and people 
management processes aligned to organisational objectives; encouraging a wellness cul-
ture that helps reduce absenteeism. It’s about building inclusive organisations that treat 
people fairly and respond to diverse voices. 

HR needs to understand what types of performance are needed in their organisa-
tion and must support teams and managers in making the transition to new ways of 
working. As advanced technologies disrupt the nature of many jobs and employment 
relationships, many managers now have responsibility for teams comprising employees 
and contractors, working to various patterns. HR can help line managers to manage 
for performance, create clear accountabilities and set performance standards which help 
employees raise the bar on their own performance. HR should advocate performance 
management practice that is regular and ofers feedback that motivates the workforce, 
helps them improve and holds them to account. 

As jobs are disaggregated, for many people in future, work will consist of a series of 
tasks through which they have to navigate their employment and career prospects. HR 
can help line managers recreate work to design ‘jobs’ in such a way that people can still 
have meaningful work experiences. HR can help line managers create a highly produc-
tive work climate in which people are clear about their roles, have challenging objectives, 
access to the information and other resources they need to do their jobs, receive efective 
coaching, appropriate rewards and recognition of achievement as well as career paths 
through which they can grow. 

Organisations pursuing agility and customer-centricity will operate mainly through 
teams, some of which will be self-organising. HR can support collaborative ways of 
working across the organisation and its ecosystem, making teams the main focus for 
action and performance management. Managers may need help fguring out their own 
role with respect to supporting teams. Working with line managers, HR can ensure that 
work is allocated fairly within teams, with team members having equal opportunity to 
be involved in stretching projects. 

Great results come from highly motivated and engaged people. HR/L&D can pro-
vide upskilling and reskilling opportunities - both personalised and team-based – in 
the fundamental transferable skills that build the cultural capabilities, such as speed 
and customer focus, on which future business success in the digital world will depend. 
At the same time today’s volatile context makes the task of understanding the drivers 
for engagement – such as career development, well-being and fexible working – more 
complex. Data analytics can help pinpoint where to focus engagement efort for greatest 
efect. Tese ingredients should not only produce high performance that is sustainable 
but also higher employee commitment which in turn leads to greater customer satisfac-
tion and better results for investors and other stakeholders. 

BUILDING EFFECTIVE LEADERSHIP 

HR must ensure that the leadership of the organisation has the capabilities required 
for the future, including the ability to lead through ambiguity and operate not only as 
business leaders but also leaders of human systems. Tis involves critically evaluating 
the quality of current leadership and consciously developing succession for the medium 
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term, incorporating fresh ways of thinking. Again, the changing business requirements 
should drive the assessment agenda: 

• Are leaders scanning the environment for new opportunities for their organisation? 
• To what extent is the current leadership able to create an adaptable, change-oriented 

organisation in which accountabilities are clear, employees are highly motivated 
and committed and where the culture is supportive of learning and innovation? 

• Are leaders able to provide clarity of direction in ambiguous circumstances so that 
employees are clear what needs to be done and what is no longer relevant? 

• Do leaders develop and manage efective relationships with internal and external 
stakeholders? 

HR should challenge the C-Suite to avoid taking people for granted and coach executives 
to develop their emotional intelligence and social skills so that they can supply the em-
pathetic approach needed when communicating and leading remotely. 

Shared leadership 

In many settings the belief that a single person is the leader or manager is at odds with 
reality. As a result of the technology-driven, fast-moving context that characterises the 
twenty-frst century, successful organisations will increasingly rely on highly independ-
ent, knowledgeable individuals working as part of multi-disciplinary teams who can 
make good decisions fast. So HR should encourage the development of shared leadership 
at every level. Tis is when leadership is distributed amongst a set of individuals instead 
of being centralised in the hands of a single individual who acts in the role of leader 
(Pearce and Conger 2002, pp. 1–3). Shared leadership is variously defned as: 

• an activity that is shared or distributed among members of the team that will 
underpin this way of working 

• a dynamic interactive infuencing process among individuals in groups for which 
the objective is to lead one another to the achievement of group or organisational 
goals or both. 

A key distinction between shared and traditional models of leadership is that the 
infuence process involves more than just downward infuence of subordinates by a 
positional leader. It is a social process between people through which people working 
together can solve problems in an increasingly complex world, where individuals have 
specifc experience, knowledge and competencies but are dependent on complementary 
experience, knowledge and skills in others. Shared leadership is about the quality of the 
interaction rather than people’s formal positions and is evaluated by how well people 
work together to enhance the process. Shared leadership is where everyone is involved 
in acts of leadership, where communication and making sense of confict require that 
the process is democratic, honest and ethical and where the common goal is improved 
customer outcomes. 

As such, the shared leadership model is well suited for enabling continuous and in-
clusive organisational change. Te formal leader’s role is to create the climate in which 
the team can fourish through team building, resolving conficts and being clear about 
the vision. Te best results ofen come when employees are involved in goal-setting and 
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decision-making from the outset. By shifing the perspective from viewing leadership 
purely as a single-person activity to also viewing it as a collective construction process, 
opens up space for all participants to express their agency at every stage of the change 
process, from ideation to implementation (Tams 2018). When individuals feel that they 
have an impact on the organisation and that they have some power and responsibil-
ity, they have a greater desire for success. Evidence suggests that shared leadership can 
increase risk-taking, innovation and commitment which should result in improved cus-
tomer outcomes and an organisation that is responsive, fexible and successful. 

CREATING HEALTHY AND SUCCESSFUL ORGANISATIONS 

Learning, agility and renewal are hallmarks of healthy organisational cultures. HR can 
play a key role in spurring the sharing of knowledge and learning through its role as 
corporate integrator and spreader of good practice across the organisation. Acting as 
change agent, HR should lead on building a more collaborative, agile, learning culture 
and structure. Organisational design and development are relatively neglected areas in 
many HR teams. Yet with an OD mindset and the help of analytics, HR can help break 
down hindering bureaucracy and support more integrated and empowered team-based 
working. 

By acting as organisational ‘glue’ HR can ensure that the organisation is greater than 
the sum of its parts. Tis is about ensuring that there is enough enabling consistency – so 
that people understand what the company stands for, and how their role contributes to 
organisational success and what standards are expected – and also creating enough fex-
ibility in structures, roles, skills and mindsets to ensure that the organisation can remain 
agile and innovative. For members of the HRD focus group this was about: 

• Creating a cohesive framework/common company language 
• Developing fexible, broad-minded and multi-skilled businesspeople 
• Communicating clearly to people about the things that afect them 

As well as developing a deep understanding of how to bring about change within complex 
systems, HR needs to develop a culture change agenda which is strategic and future-
focused, rather than reactive and simply ‘picking up the pieces’. HR therefore must: 

• Tink big picture 
• Act as internal change agent – with an eye on strategic business plans and organi-

sational efectiveness 
• Make uncertainty manageable 

HR must be able to anticipate where change will be needed, and act as a proactive enabler 
and implementer of change, in a way that puts the organisation on the ‘front foot’, builds 
organisational resilience and adaptability before problems occur and creates new oppor-
tunities for the organisation. 

HR should develop expertise in internal communications and ensure that every 
medium is used to best efect to create efective information fows, participation and 
learning. Organisations must ensure fair practice for all, wherever they are based; for 
instance ensuring that people who are working at home and therefore not visible in the 
ofce do not miss out on opportunities. Tere will be growing mental health issues to 
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actively address via policies and support services. HR must lead the way in providing a 
safe and healthy working environment, devising structures and ways of working which 
not only optimise employee well-being but also are hard to imitate working conditions, 
especially around knowledge work. Bringing about change will require collaborating 
with other change agents, working in integrated teams with other functions and guiding 
senior management in the roles they must play to bring about efective change. 

Ensuring good governance 

Many organisations will not survive into the post-pandemic world. Organisations may 
stumble as they face increasing uncertainty, fnancial difculties, moral dilemmas, 
possible risks to their corporate reputation. Arguably by 2030, those organisations that 
do survive and thrive will have attractive reputations – for their products and services, 
the way they operate and also as an employer. Tey are likely to be pursuing a higher-
level purpose. Afer all, if a business interacts positively with the society in which it 
works, people are more likely to say that ‘this is a good business’ whose products and 
services they want to buy, or that they want to work for. Tese will also be organisations 
which can learn and change tack quickly when needed. 

As the experience of many HR teams during the pandemic suggests, HR can play a 
key role in ensuring that teams can make decisions really quickly, within a framework 
of good governance, allowing organisations to fex as faster, more radical shifs are re-
quired. HR also has a growing role to play in developing good governance, especially 
the implementation of values-based practices, such as CSR, diversity and environmental 
policies, and ensuring that the behaviour of leaders at all levels is fair and appropriate. 
HR must challenge unethical workplace behaviour which can range from minor trans-
gressions to illegal activity but are essentially actions that harm the legitimate interests of 
the organisation, its workforce, customers and wider society. Afer all, as we have seen in 
recent years, organisational reputations, once undermined by poor or dishonest practice, 
tend to be permanently damaged. Firms can only rely on goodwill for so long. Tey must 
prioritise creating a fair culture. 

Te term ‘business ethics’ exposes an unavoidable inherent tension: managers must 
continuously balance the needs of the organisation and its stockholders with the needs 
of other stakeholders. Moreover ethics is a moving target. Social values shif over time, 
infuenced by a complex web of factors. Employers must champion diversity and inclu-
sion, keep a close eye on those values and aim to proactively address ethical dilemmas 
emerging in their companies. Yet, as the Institute for Business Ethics (2021) points out, 
the ethical risks that business faced in the pre-Covid-19 world have not gone away. ‘In 
some cases, they might have been sharpened by the current climate of uncertainty, the 
concrete risks of being made redundant for some, and the changed interpersonal interac-
tion due to working from home arrangements for others. Tis means that organisations 
need to be more alert to some ethical risks that might afect the most vulnerable groups 
in particular’. 

Few ethical issues are more contentious than executive pay, with pay packages re-
ceiving scrutiny and substantial backlash for appearing vastly excessive in comparison 
with the average worker’s pay package. ‘Fairness’ is a morally and politically loaded term 
that means diferent things to diferent people. Yet fairness matters and is an important 
part of rebuilding trust in business. PwC (2017b) raise the questions, ‘Can companies 
therefore ignore inequality and just get on with the business of generating wealth, leaving 
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governments to deal with redistribution? Can they adopt the Milton Friedman stance 
that ‘the primary social responsibility of companies is to make proft’? Or should they 
consider themselves as social entities in their own right, where concerns of fairness and 
justice hold sway?’ 

In principle, HR as the guardian of reward and recognition, concerned with motiva-
tion and engagement, should be seeking to infuence executive pay decisions and curb pay 
excess, as tends to happen in small companies. Yet in large companies, the best Reward 
professionals can usually hope for is to advise Remuneration committees. Parkes and 
Davis (2013) question whether HR professionals have the ‘courage to challenge’ or are set 
to be permanent ‘bystanders’. Tey argue that although there is a clear understanding of 
the expectations of ethical stewardship, HR professionals ofen struggle to fulfl this role 
because of competing tensions and perceptions of their role within their organisations. 
But this is not about HR acting merely as company compliance ofcer, imposing the dead 
hand of complicated and over-burdensome policy and scrutiny which produces a risk-
averse and slow-moving culture. It is much more about leading discussions at all levels 
which create a shared focus on ethical practice, develop authentic leaders and ensure that 
what is promised by the employer brand promise is delivered in reality. It’s about argu-
ing for transparency in reward structures and taking into account the average employee 
when determining executive pay. And as investors step up demands for companies to 
link executive pay to environment, social and governance (ESG) targets and bonus plans, 
there is an opportunity for remuneration committees to be infuenced by HR as they 
reshape executive packages. 

Despite the tensions, Parkes and Davis suggest that the involvement and active mod-
elling of ethical behaviour by today’s business leaders can create a corporate culture that 
supports ethical business practices and socially responsible action even while making their 
frms more competitive in the marketplace. An open approach is needed to surface organ-
isational values and build HR procedures which build socially responsible organisations 
and narrow the growing gap between the super-rich and the rest of the business world. 

Te CIPD (2019) suggests the following: 

• Consider how leadership, management and HR practices shape the ethical climate. 
• Use internal communications to encourage high ethical standards and ensure that 

the values and/or code of ethics are not in contrast to the climate. 
• Cascade regular ‘moral reminders’ in newsletters and business updates confrming 

not only the ethical expectations, but also reafrming the leadership support to 
uphold those values. 

• Ensure there is a triangulation of available evidence to support workforce-based 
recommendations. Regularly extrapolate important insights from all stakeholders 
and agree critical indicators. 

• Monitoring behaviour has been found to reduce unethical behaviour and draws 
attention to the individual’s moral standards and awareness. Balance this with en-
gendering trust. 

• Commit to – and deliver – inclusion across the organisation in order to achieve 
either a benevolent or principled climate. 

• Strive towards positive outcomes for the workforce (like well-being) as well as for 
the business (like proft and loss) in equal balance. 

• Don’t let short-term business outcomes lead to decision-making that could be 
deemed unfair and be detrimental to the business in the long run. 
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• Review policies and practices to ensure they are fair and unbiased. Consider the 
fairness lens for everyone in the workforce: if it could cause a detriment to an 
under-represented group, it is unfair. 

• Keep political behaviour (such as ambiguous decisions or promoting favoured 
employees) in check, challenging it when it becomes unhealthy. 

CSR should become fully embedded in all aspects of business strategy and the way 
this is delivered. It is also about building sustainability into HR practice, for instance 
by making sustainability key to recruitment and onboarding, developing ethical em-
ployer brands and strong incentives for staf, including opportunities for volunteering. 
It’s about providing good quality training and conveying the right message to staf with 
creativity and passion. While ensuring ethical practice may always be more of an art 
than a science, efective HR practitioners relish the challenge. 

DEMONSTRATING HR LEADERSHIP 

Earlier in the book I suggested that HR exercising real leadership is about more than 
leading the HR team – it is also about making a full leadership contribution to the 
development of the organisation as business professionals with value-adding people and 
culture expertise. Tis is about HR using itself as instrument to bring into being the 
organisation that will thrive in 2030. 

Te credibility of HR professionals is based partly on their track record of deliver-
ing accurate results in a business-like way but also on their ability to build trust and 
infuence at all levels, especially at senior levels. If you have a history of honesty and of 
following through on what you say you will do, people will be more easily infuenced, 
because they can take what you say at face value. Tis is the platform for strategically 
positioning HR as ‘credible activist’ and ‘paradox navigator’, working in dialogue with 
executive teams to fgure out what will drive results through people and organisation, or 
as Dave Ulrich puts it, ‘not just the workforce but the workplace’. 

Infuencing people is an ongoing event that involves mapping the political terrain, 
working out who you need to infuence about what and building relationships with these 
people. If you are trying to infuence others to your way of thinking, be open to people’s 
suggestions and make a point of listening to people’s ideas and thoughts and consider 
what they have to say. By so doing, you’ll become a better communicator, because you’ll 
be able to make connections and specifc points, and be able to persuade the people you’re 
talking with by building on things that they have said. You may get some very good new 
ideas out of the bargain. 

Building an image of professionalism through knowing your business allows HR to 
usefully introduce best practice thinking – but critically and pragmatically rather than 
falling into the ‘initiative of the month’ trap. Tis requires HR to network with other 
members of the HR profession and line managers from other organisations, picking up 
ideas and developing a global idea of what externally judged good practice looks like. 
Tis will enable HR to more confdently assert what needs to be done with regard to the 
people implications of business strategies in their own organisation and potentially also 
recommend potential business opportunities. 

And in common with members of other professions, in preparing for the future, 
HR professionals must develop their capacity and capability through professional 
development. Practitioners must be willing to learn and may need to both broaden 
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and deepen their skills for their expanded roles and in order to keep at the leading 
edge of their professional expertise and competence. While the skills required will 
vary according to role, the CIPD (2020) suggests that HR’s innovation value will 
come in future from being a fuid broker of people, able to secure the people with 
the right skills at the right time and on the right employment contract. Tey will be 
employee experience creators adding value at every stage of the employee life cycle. 
Tey will focus on the digital enablement of human potential, understanding how 
and when digital can enhance human potential and partners with digital experts to 
help achieve this. 

Tey will also role model the way the organisation should be working in relation to 
digital and technology. Tey will become expert at de-constructing and re-constructing 
work, as well as reconstructing the people model to achieve best outcomes. Tey will 
be facilitators and relationship builders, working efectively with multiple partners and 
stakeholders across and beyond organisational boundaries to achieve objectives and in-
tegrated change. Tey will protect time for horizon scanning around the needs of their 
organisation and the future world of work. Above all they will be a humanising infu-
ence in a virtual world, providing a strong voice internally and externally on ethics and 
values. 

Generic skills prerequisites include strategic thinking and action, business under-
standing, interpersonal and consultancy skills, planning and implementation skills, 
coaching, organisation development and design. To these should be added empathy, 
compassion, emotional intelligence, knowledge of diversity and inclusion issues. HR 
must embrace technology and use it strategically, not just reactively for tracking pur-
poses. Tey should borrow relevant approaches from other disciplines such as market-
ing, fnance, IT. People analytics can be used to extract key messages about the workforce 
and the organisation’s capability requirements. Tere is a great deal that can be done by 
HR teams themselves to develop the skills needed to deliver new types of people strat-
egies. Tis involves assessing how well the HR team is equipped to manage change and 
upskilling the team as appropriate. 

HR leaders should actively develop a cadre of the most senior HR staf to become a 
high performing team and potential successors. 

Te importance of having a growth mindset is most obvious in managing change, 
which requires a proactive rather than risk-averse reactive stance. Organisations are al-
ready feeling the disruptive forces which will afect their future income streams. HR can 
facilitate discussions about what pre-emptive or proactive actions can be taken in order 
to mitigate the challenges. Today OD is central to an organisation’s agenda. Getting a 
handle on the principles and skills of organisation design and development, especially 
working in partnership with an OD specialist, will help clarify how to deliver what the 
organisation needs. Tis involves understanding how the organisation works as a sys-
tem, identifying where change needs to occur to enable the organisation to achieve its 
goals, applying project management disciplines and integrating separate initiatives into 
a change framework. 

To create coherent change execution also means working in partnership with line 
managers and other specialist functions such as Finance and IT. 

Te ability of HR to facilitate and drive workplace change has been vividly illustrated 
during the pandemic. HR teams have provided support around remote working, dig-
ital skills development and changed the rules of engagement to put the ‘human’ back 
into HR, making HR leaders the guardians of employee well-being. One company has 
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already brought together HR and sustainability teams under a single remit to ensure 
environmental values are embedded into its culture and refected in its employer brand. 
Tis ability to integrate people responsibilities with other areas of the business is likely 
to grow in importance. 

Managing culture – which is the identity of the frm in the minds of its best custom-
ers and its best employees – involves being willing to look ‘outside-in’ and challenge the 
status quo. It involves being able to diagnose the kind of culture required to deliver the 
business strategy and encouraging leaders to ‘walk the talk’ with regard to the desired 
culture and values. Tis is what Ulrich now refers to as providing a guidance system for 
the organisation, focusing on talent, leadership and capability and the pathway to get 
there. 

Challenging senior leaders can be a risky thing to do and will require confdence or 
‘attitude’, as Dave Ulrich once described it, on the part of HR. Leaders may have blind 
spots, so you need to have the courage of your convictions as well as using the political 
infuencing skills described above to help people ‘unlearn’ old assumptions. According 
to Jefrey Pfefer (1996), this is an area that HR needs to develop: ‘the comparatively low 
power of human resources is ofen further reduced by the reluctance of its executives to 
engage in organizational politics’. 

On the other hand, it’s about knowing how to use data insights and analysis efec-
tively to plan, exert infuence over senior executive decision-making and make appropri-
ate business cases for action in key people areas. It’s also about getting leaders thinking 
about what information and data analysis might be needed in order to manage the con-
sequences of decisions that will inevitably have to be made. 

Developing HR careers 

Developing HR careers may mean moving around the various structural roles available – 
shared services, centres of excellence and business partnering – working on joint pro-
jects with others, ensuring cross-fertilisation and development. Business partners will 
be senior people, who know how to operate P&Ls and are most likely to have a mixture 
of backgrounds. Increasingly, organisational strategists will be from a range of back-
grounds, of which the HR route may be only one: ‘Te top HR slot is no longer reserved 
for the career HR professional. Increasingly business experience, coupled with highly 
developed consulting skills, is the prerequisite for senior HR roles’ (SHRM 2002). More 
recent studies suggest a similar trajectory, with the addition of tech-savviness. A Har-
vard Business Review article suggested that of 60 new roles that are likely to be created in 
the HR feld over the next ten years, 21 will have high levels of organisational impact and 
half will include a mid-to-high tech component. 

Tis may indeed result in the clearest alignment yet between HR and business strate-
gies, when the people leaders have a wide range of experiences and deep understanding 
of what needs to be done with respect to people and organisation, and where professional 
expertise is a value-add. And while being tech-savvy and business acumen are core re-
quirements, the cornerstone of HR roles should be empathy, so that HR leaders can sup-
port employees in a more humane way. While in future the operational side of HR may 
shrink, for instance being outsourced, the need to enable diversity and inclusion, drive 
ethical practice and enhance the employee experience will grow. Successful HR leaders 
of the future will be those who can rise to these complex challenges to bring undoubted 
value to their organisations. 
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CONCLUSION 

Extreme critics might argue that by aligning HR strategies to a shareholder value 
business agenda, HR is colluding with furthering the misery of workers. I believe that, 
even in organisations that have not yet embraced a triple or quadruple bottom-line phi-
losophy, ensuring a fair balance between the needs of the business and those of people 
is HR’s job. 

So in summary, HR leaders who embrace a change agenda can help shape the future 
by ‘future proofng’ their organisation. As we have discussed they have many ways to do 
this, for instance by developing employer brands which are meaningful to current and 
future employees. Tey can build employee-centric value propositions which marry up 
employee needs for work–life balance and well-being with employer needs for fexibility. 
Tey can create processes through which people development happens both on and of 
the job. Tey can support managers in creating meaningful jobs with line of sight to the 
organisation’s purpose and the customer. Tey can help managers manage change efec-
tively and get the most from talent by upskilling managers with the skills they need to be 
efective people managers, such as coaching. Tey can build employee engagement as the 
basis of great employee relations by identifying the key drivers of employee engagement 
in their context and focusing initiatives on these. 

It’s about creating a strong, unique workplace culture that puts people at its centre. 
To do this HR leaders must embrace the disciplines of HRM, HRD and OD+D, adopt 
technology and evidence-based practice. HR can design structures, roles and processes 
which facilitate cross-organisational teamworking and shared learning. Tey can de-
velop policies that ensure the organisation practices what it preaches – on CSR, diversity 
and inclusion, environment, healthy working. Tey can improve the quality of leadership 
by driving forward leadership selection, succession planning and development processes 
which result in leadership at all levels. And most of all they can role-model the changes 
they want to see, becoming capable and authentic deliverers of real value to their or-
ganisations. As Peter Cheese (2017) refects: ‘Afer all, the HR profession has its hands 
on so many of the levers of change. And by ensuring that we are more engaged with the 
governance of business, we can help build the agile and responsible organisations we will 
need in the future’. 

HR’s agenda becomes ever more strategic and vital to future success. HR must lead 
on ensuring that the future of the workplace is human by balancing people and costs, 
transforming the organisation to ensure it meets its full potential and has the right peo-
ple in the right place at the right time, including the right forms of leadership capable of 
enabling and empowering employees. If workers are clear about what they want in terms 
of growth and development opportunities, employers must fnd a way to deliver. 

No HR practitioner would claim that delivering a strategic and value-added contri-
bution is easy. However, I suggest that many of the practitioners featured in this book 
demonstrate that success is possible, each responding in their own way to addressing 
the challenges of their organisation’s changing needs. Tey are developing and imple-
menting aligned and integrated HR agendas which help their organisations to reinvent 
themselves and equip them for the future. By being confdent and courageous, and 
maintaining humanity at work, HR can make a real diference to working lives and live-
lihoods, improve organisational efectiveness and business results. If HR delivers on its 
mandate – to build healthy and successful organisations that can thrive in a world where 
the old rules are changing – then HR will be fulflling a true leadership function. 
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